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ENFORCEMENT 


34-10968 Michael Batterman, et al. 


Administrative proceedings ordered. 


LR-6477 Strathmore Distillery Company Ltd. 
and John B. R. Turner Defendants 
Strathmore and Turner enjoined 
from further violations of the 
securities registration, broker-dealer 
registration and anti-fraud provis- 
ions of the Federal securities laws 
in connection with the offer and 
sale of interests in Scotcn whisky. 


RULES 
33-5520 
adopted. 

Rule 17a-14 
Revision of proposed Rule 17a-14. 


34-10969 


Amendments to Guide 22 and Guide 1, 
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ACCOUNTING SERIES RELEASE, 
Release No. 159/August 14, 1974as STAT € 


cARY 
UNIV ERSITY 


NOTICE OF ADOPTION OF AMENDMENTS TO 
GUIDE 22 OF THE GUIDES FOR PREPARATION 
AND FILING OF REGISTRATION STATEMENTS 
UNDER THE SECURITIES ACT OF 1933 AND 
ADOPTION OF GUIDE 1 OF THE GUIDES FOR 
PREPARATION AND FILING OF REPORTS AND 
REGISTRATION STATEMENTS UNDER THE 
SECURITIES EXCHANGE ACT OF 1934 

(Textual Analysis of Summary of Earnings or 
Operations) 


Effective Date: September 30, 1974 


The Securities and Exchange Commission today auth- 
orized the adoption of amendments to Guide 22, 
“Summary of Earnings,”” of the Guides for Prepa- 
ration and Filing of Registration Statements under the 
Securities Act of 1933 (“Securities Act’’). The Comm- 
ission also authorized the adoption of Guide 1, 
“Summary of Operations,”” of Guides for Preparation 
and Filing of Reports and Registration Statements 
under the Securities Exchange Act of 1934 (‘Exchange 
Act’). These Guides are not rules of the Commission 
nor are they published as bearing the Commission’s 
official approval; they represent policies and practices 
followed by the Commision’s Division of Corporation 
Finance and, in this instance, the Commission's Office 
of the Chief Accountant in administering the disclosure 
requirements of the federal securities laws. The proposals 
to amend Guide 22 under the Securities Act and adopt 
Guide 1 under the Exchange Act were originally pub- 
lished for comment on December 19, 1972 (Securities 
Act Release No. 5342) and then were reissued in revised 
form for additional comment on December 12, 1973 
(Securities Act Release No. 5442). These Guides will 
require disclosure to clarify and explain the financial 
information called for by the Summary of Earnings 
and Statement of Income items of certain forms under 
the Securities Act and similar summaries required by 
certain forms under the Exchange Act. 


The relevant forms under the Securities Act provide in 
part that, in addition to the columnar presentation of 
summary financial data, registrants must supply infor- 
mation of material significance to investors in appraising 
the results shown.Securities Act Guide 22, as amended, 
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indicates the type of supplementary information needed 
to explain periodic changes in financial data included in 
the Summary of Earnings. In order to apply disclosure 
standards similar to those required by Securities Act 
Guide 22, as amended, to filings under the Exchange Act, 
the new Exchange Act Guide 1 is adopted. 


In issuing the Guides for additional comment in December 
1973, the Commission pointed out that it has long 
recognized the need for narrative explanation of finan- 
cial statements. Over the years the rules under the various 
securities acts have been amended a number of times to 
require additional narrative disclosure of complex finan- 
cial transactions. Securities Act Guide 22 and Exchange 
Act Guide 1 require an explanation of the Summary of 
Earnings and Summary of Operations to enable investors 
to appraise the quality of earnings. Investor should under- 
stand the extent to which accounting changes, as well as 
changes in business activity, have affected the compar- 
ability of year-to-year data and should be in a position 

to assess the source and probability of recurrence of net 
income (or loss). Thus, whenever there are material 
changes in the amount and source of revenues and ex- 
penses, including tax expenses, or changes in accounting 
principles or methods or their application that have a 
material effect on net income, an appropriate analysis 
and explanation is required. In addition, this analysis 
should include a discussion of material facts, whether 
favorable or unfavorable, required to be disclosed or 
disclosed in the propectus, registration statement, or 
report which in the opinion of management may make 
historical operations or earnings as reported in the 
summary of earnings not indicative of current or future 
operations or earnings. 


Some commentators on the revised Guides felt that tne 
standards for determining materiality were too inciusive 
and that items that were not material would still fall 
within the percentage test set forth in the Guides. The 
Guides, as adopted, provide that if in management's 
Opinion an explanation of a change is nto necessary to 
an understanding of the summary of earnings even 
though the change meets the percentage tests set forth in 
the Guides, the issuer should furnish the Division as 
supplemental information, a written statement of the 
reasons for such opinion. On the other hand, if the issuer 
believes an explanation of a change is necessary to an 
understanding of the summary, it should be given not 
with standing the fact that the change does not meet 
such percentage tests. For example, if sales and net 
earnings increased only .2% in the most recent period 
after having increased by 10% or more in previous 
periods an explanation of the 2% change would be 
appropriate. Also in response to comments, the Guides 
as finally adopted limit the issuer’s explanation of 
material periodic revenue and expense item changes to 
changes beginning after the third most recent fiscal 
year of the Summary of Earnings (Summary of Oper- 
ations) and provide that this explanation of material 
periodic changes in revenues and expenses be included 
in a section captioned “Management's Discussion and 
Analysis of the Summary of Earnings” immediately 
following the Summary of Earnings (Summary of 
Operations). 
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A number of commentators also objected to the require- 
ment that management discuss facts that would indicate 
that historical earnings were not indicative of present 
and future earnings. Difficulty in deciding what “facts” 
would have to be included and in presenting forward 
looking information were cited. These comments have 
been taken into consideration in revising the Guides, 
which as adopted require discussion of only material 
facts required to be disclosed or disclosed in the relevant 
document which, in management's opinion, may make 
historical operations or earnings not indicative of current 
or future operations or earnings. The discussion called 
for would be in broad terms only; no specific quantita- 
tive estimates or projections would be required. Comm- 
entators also raised the question whether the Guide 
calls for disclosure relating to anticipated changes in 

the trend of earnings or in absolute numbers. Depending 
on the facts and circumstances, discussion of material 
facts indicating changes in either absolute amounts or 

in trends would be required. 


If should be noted that the disclosures proposed would 
be in addition to “‘Information as to Lines of Business” 
called for by Item 9 (b) of Form S-1 and Item 5 (b) (1) 
of Form S-7 under the Securities Act and similar dis- 
closure required by Item 1 (c) (1) of Forms 10 and 
10-K under the Exchange Act. 


The text of Securities Act Guide 22 is set forth below, 
with changes from the existing guide underlined and 
deletions bracketed. Exchange Act Guide 1 is also set 
forth below. 


Guide 22 Summary of Earnings 


(Note: This Guide applies to the items of the registration 
forms under the Act that provide for a Summary of 
Earnings, Statement of Income, Summary Financial 
Data, or Condensed Financial Information, i.e., Forms 
S-1, S-7, S-8, S-9, S-11 and S-14). 


(a) The content of the Summary of Earnings is specified 
in general in the instructions to the pertinent items of 
the form. The necessity of disclosing items in addition 

to those specified in such instructions will depend upon . 
the circumstances. These instructions cannot, of course, 
cover all situations which may arise nor is it practic- 

able to set forth a Guide-line dealing specifically with 

all possible situations. (Fhe-existenee-ofany—urustal 
eonditions-effecting-the-propriety_of-the-presentatierand 
the-neeessity-forthe-inelusior-of-an-additional-previeus- 
peried-sheutd se-eomsidered}. 


(b) To enable investors to understand and evaluate 
material periodic changes in the various items of the 
various items of the summary of earnings, a separately 
captioned section (entitled “Management's Discussion 
and Analysis of the Summary of Earnings”’) immediately 
following such summary should include a statement ex- 
plaining (1) material changes from period to period in 
the amounts of the items of revenues and expenses, and 
(2) changes in accounting principles or practices or in 
the method of their application that have a material 
effect on net income as reported. The purpose of this 
purpose of this statement is to provide investors with 





management's analysis of the financial data included on 














i the summary through a discussion of the causes of 

- material changes in the items of the summary and of dis- 

: * closure of the dollar amount of each such change and 

‘ the effect of each such change on the reported results 

a for the applicable periods. This discussion is necessary 

” } to enable investors to compare periodic results of oper- 

| ations and to assess the source and probability of recurr- 
ence of earnings (losses). The anlysis should include a 

discussion of material facts, whether favorable or un- 

; . favorable, required to be disclosed or disclosed in the 

is prospectus which, in the opinion of management, may 

“a make historical operations or earnings as reported in 

oo, the summary of earnings not indicative of current or 
future operations or earnings. 

ding (c) In general, the discussion of material periodic changes 

al should be limited to: (1) the latest interim period pre- 

“ sented and the comparable interim period in the immedi- 
ately preceding fiscal year; (2) the most recent fiscal 

year presented and the fiscal year immediately preceding 
uli it; and ( 3) the second most recent fiscal year presented 

55" } and the fiscal year immediately preceding it. There may 

(1) be circumstances, however, under which an explanation 
st of revenue or expense item changes between two or 

more of the earlier periods of the five year summary may 
be material to an understanding of the summary. Further, 
to better explain revenue and expense item changes for 

wes interim periods it may be necessary to give an analysis 

es of changes between consecutive fiscal quarters. 

” (d) While it is not feasible to specify all subjects which 
should be covered in the discussion and analysis of the 
summary, the following are examples which registrants 
should consider in making disclosure: 

ration ; 4 ; : 

: 1. Material changes in product mix or in the relative 

l profitability of lines of business; 

_ 2. Material changes in advertising, research, develop- 

ment product introduction or other discretionary 
cified costs, 

= 3. The acquisition or disposition of a material asset 

ipon other than in the ordinary course of business; 

urse, > cence , 

4. Material and unusual charges or gains, including 

th ) credits or charges associated with discontinua- 

21- tion ef operations; 

er-and : 

ious 5. Material changes in assumptions underlying 

deferred costs and the plan for amortization of 
such costs; 

“ } 6. Material changes in assumed investment return 

rely and in actuarial assumptions used to calculate 

ion contributions to pension funds; and 

liately 

t ex- 7. The closing of a material facility or material 

Jin interruption of business or completion of a comple- 

and tion of a material contract. 

in 

al (e) The textual analysis should be presented in a manner 

his that will best communicate the significant elements 

ith necessary to a clear understanding by the investor of the 





a. a oP vu 
financial results. Favorable as well as unfavorable trends 
and changes should be discussed. Tables and charts 

may be used where appropriate. A mechanistic approach 
to this analysis which uses boiler plate or compliance 
jargon should be avoided. 


. 


(f) For purposes of this Guide discussion of a change in 
an item of revenue or expense generally is required when 
an item required to be set forth in the summary or dis- 
closed pursuant to Rule 12-16 of Regulation S-X in 
creased or decreased by more than 10% as compared to 
the prior period (but only if such prior period is pre- 
sented), and increased or decreased by more than 2% of 
the average net income or loss for the most recent three 
years presented. in calculating average net income, loss 
years should be excluded. If losses were incurred in 

each of the most recent years, the average loss shall be 
used for purposes of this test. Should the issuer be of the 
opinion that an explanation of a change is not necessary 
to an understanding of the summary even though the 
change meets the foregoing standards, the issuer shall 
furnish the Division, as supplemental information, a 
written statement of the reasons for the omission. 


Note: \f an income statement in the form 
prescribed by Regulation S-X is used in 
lieu of the summary, then the discussion 
should cover the period to period 
changes in revenue and expense items re 
quired by such Regulation. 


(g) Notwithstanding the fact that a change in an item of 
revenue or expense does not meet the stnadards set forth 
in paragraph (f), it should be discussed if the issuer 
believes an explanation of such a change in necessary to 
an understanding of the summary. 


(h) When the text of the prospectus contains a discussion 
of factors indicating a (af-adverse) material change in 
operating results, whether favorable or unfavorable sub- 
sequent to the latest period included in the summary of 
operations, the (surarary) management discussion and 
analysis should call attention to the change (if-e-headnete- 
or-a-fooetnete}- and refer to the place in the prospectus 
where it is discussed. 


Guide 1 Summary of Operations 


(a) The content of the summary of operations is specified 
in general in the instructions to the pertinent items of 
Forms 10 and 10-K. The necessity of disclosing items in 
addition to those specified in such instructions will 
depend upon the circumstances. These instructions 
cannot, of course, cover all situations which may arise 

nor is it practicable to set forth a Guideline dealing 
specifically with all possible situations. 


(b) To enable investors to understand and evaluate 
material periodic changes in the various items of the 
summary of operations, a separately captioned section 
(entitled ““Management's Discussion and Analysis of 

The Summary of Operations’”’) immediately following 
such summary should include a statement explaining (1) 
material changes from period to period in the amounts of 
the items of revenues and expenses, and (2) changes in 
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accounting principles or practices or in the method of 
their application that have a material effect on net in- 
come as reported. The purpose of this statement is to 
provide investors with management's analysis of the 
financial data included in the summary through a dis- 
cussion of the causes of material changes in the items 
of the summary and of disclosure of the dollar amount 
of each such change and the effect of each such change 
on the reported results for the applicable periods. This 
discussion is necessary to enable investors to compare 
periodic results of operations and to assess the source 
and probability of recurrence of earnings (losses). The 
analysis should include a discussion of materia! facts, 
whether favorable or unfavorable, required to be dis- 
closed or disclosed in the registration statement or re- 
port which, in the opinion of management, may make 
historical operations or earnings as reported in the 
summary of operations not indicative of current or 
future operations or earnings. 


(c) In general, the discussion of material periodic changes 
should be limited to: (1) the latest interim period pre- 
sented and the comparable interim period in the immedi- 
ately preceding fiscal year; (2) the most recent fiscal 

year presented and the fiscal year immediately preceding 
it; and (3) the second most recent fiscal year presented 
and the fiscal year immediately preceding it. There may 
be circumstances, however, under which an explanation 
of revenue or expense item changes between two or more 
of the earlier periods of the five year summary may be 
material to an understanding of the summary. Further, to 
better explain revenue and expense item changes for 
interim periods it may be necessary to give an analysis 

of changes between consecutive fiscal quarters. 


(d) While it is not feasible to specify all subjects which 
should be covered in the discussion and analysis of the 
summary, the following are examples which registrants 
sould consider in making disclosure: 


1. Material changes in product mix or in the relative 
profitability of lines of business; 


2. Material changes in advertising, research, develo- 
ment, product introduction or other discretionary 
costs; 


3. The acquisition or disposition of a material asset 
other than in the ordinary course of business; 


4. Material and unusual charges or gains, including 
credits or charges associated with discontinuation of 
operations; 


5. Material changes in assumptions underlying deferred 
costs and the plan for amortization of such costs; 


6. Material changes in assumed investment return and 
in actuarial assumptions used to calculate con- 
tributions to pension funds; and 


7. Material changes in assumed investment return and 


in actuarial assumptions used to calculate con- 
tract. 
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(e) The textual analysis should be presented in a manner 
that will best communicate the significant elements 
necessary to a clear understanding by the investor of 

the financial results. Favorable as well as unfavorable 
trends and changes should be discussed. Tables and charts 
may be used where appropriate. A mechanistic approach 
to this analysis which uses boiler plate or compliance 
jargon should be avoided. 


(f) For purposes of this Guide discussion of a change 

in an item of revenue or expense generally is required 
when an item required to be set forth in the summary or 
disclosed pursuant to Rule 12-16 of Regulation S-X 
increased or decreased by more than 10% as compared 
to the prior period (but only if such prior period is 
presented), and increased or decreased by more than 2% 
of the average net income or loss for the most recent 
three years presented. In calculating average net income, 
loss years should be excluded. If losses were incurred 

in each of the most recent years, the average loss shall 
be used for purposes of this test. Should the issuer be 
of the opinion that an explanation of a change is not 
necessary to an understanding of the summary even 
though the change meets the foregoing standards, the 
issuer shall furnish the Division, as supplemental infor- 
mation, a written statement of the reasons for the 
omission. 


Note: If an income statement in the form pre- 
scribed by Regulation S-X is used in lieu of the summary 
then the discussion should cover the period to period 
changes in revenue and expense items required by 
such Regulation. 


(g) Notwithstanding the fact that a change in an item 
of revenue or expense does not meet the standards 

set forth in paragraph (f), it should be discussed if the 
issuer believes an explanation of such a change is neces- 
sary to an understanding of the summary. 


(h) When the text of the registration statement or 

report contains a discussion of factors indicating a 
material change in operating results, whether favorable 
or unfavorable, subsequent to the latest period included 
in the summary of operations, the management discussion 
and analysis should call attention to the change and refer 
to the place in the registration statement or report where 
it is discussed. 


The Commission has authorized the adoption of Guide 
22 and Guide 1 pursuant to authoirty in Sections 6, 7, 10 
and 19 (a) of the Securities Act., as amended, and 
Sections 12, 13, 15 (dO and 23 (a) of the Exchange Act, 
as amended. The amendments will be effective September 
30, 1974 and will apply to registration statements under 
the the Securities Act and to reports and registration 
statements under the Exchange Act filed on or after 

that date, but not to such registration statements and 
reports filed before that date. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 5521/August 13, 1974 


TEMPORARY SUSPENSION OF THE REGULATION 
A EXEMPTION OF ACME INTERNATIONAL 
CORPORATION 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A ex- 
emption from registration under the Securities Act of 
1933 with respect to a proposed public offering of 
securities of Acme International Corporation (“Acme”), 
445 South Figuera Street, Los Angeles, California 90017. 
Koss Securities Corporation of Brooklyn, New York was 
the named underwriter of this offering. 


Pursuant to a Notification filed February 26, 1973, 
Acme offered 200,000 shares of its $.50 per value com- 
mon stock at $2.50 per share with an aygreyate offering 
price of $500,000. According to the order, the Comm- 
ission has reason to believe that: (a) the Notification 
and Offering Circular of Acme contain untrue state- 
ments of material facts and omit to state material facts 
necassary in order to make the statements made in the 
light of the circumstances under which they were made 
not misleading, particularly with respect to, among 
other things, the failure to disclose the extent of de- 
pendence of one of its subsidiaries upon any one 
customer or group of customers for a significant portion 
of its revenues; the failure to disclose the business act- 
ivities, operating methods and profit or loss experience 
of another subsidiary; the failure to disclose in the off- 
ering circular the right granted the underwriter under 
the terms of the underwriting agreement to place a 
nominee on Acme’s board of directors for the next five 
years; the failure to disclose that Acme entered into 
merger negotiations in the summer of 1973 with NACA 
Manufacturing Corporation, a Las Vegas, Nevada com- 
pany; and the failure to accurately state those juris- 
dictions in which the securities were proposed to be 
offered; (b) Koss Securities Corporation, which was 
named as the underwriter for this offering, has been 
indicted in an unrelated matter for criminal conduct 
involving the purchase or sale of a security and, pursuant 
to Rule 261 (a)(6), such indictment constitutes yrounds 
for suspension of Acme’s Regulation A exemption; (c) 
Acme has failed to cooperate with the Commission in 
that Acme failed or refused to reply to its April 18, 1973 
comment letter and three telephone requests from the 
Commission’s staff with respect to the amending of the 
Notification and Offering Circular or its withdrawal; 
and (d) the offering, if allowed to commence, would be 
made in violation of Section 17 of the Securities Act of 
1933. 


SECURITIES ACT OF 1933 
Release No. 5522/August 15, 1974 


TEMPORARY SUSPENSION OF THE REGULATION 
A EXEMPTION OF MAURY WILL ENTERPRISES, 
INC, 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemp- 
tion from registration under the Securities Act of 1933 


with respect to a proposed offering of securities of 
Maury Wills Enterprises, Inc. (‘‘Issuer’’), 1285 South 
LaBrea Avenue, Los Angeles, California 90019. Koss 
Securities Corporation of Brooklyn, New York, was the 
named underwriter of the offering. The Issuer has not 
been advised that it may commence the offering. 


Pursuant to a Notification filed September 20, 1973, 
Issuer proposed to offer 200,000 shares of its $.10 par 
value common stock at $2.50 per share with an aggregate 
offering price of $500,000. According to the Order 

the Commission has reason to believe that: (a) the 
offering circular of Issuer contains untrue statements of 
material facts and omits to state material facts necessary 
in order to make the statements made in the light of the 
circumstances under which they were made not mislead- 
ing, particularly with respect to, amony other things, the 
failure to substantiate the net asset value of the Issuer's 
predecessor, Eighth Street West, which is described as 
the consideration paid by the officers and directors of 
the Issuer in return for 55.6% of the common stock of 
the Issuer; the failure to disclose in the offering circular 
the rights of first refusal for subsequent public offerings 
and for representation on the Issuer’s board of directors 
allowed the underwriter under the terms of the under- 
writing agreement; the failure to accurately state those 
jurisdictions in which the securities were proposed to be 
issued; and the failure to provide financial statements 
covering at least two fiscal years as required under Reg- 
ulation A; (b) Koss Securities Corporation, which was 
named as the underwriter for this offering, has been 
indicted in an unrelated matter for criminal conduct 
involving the purchase or sale of a security and, pursuant 
to Rule 261(a) (6), such indictment of the designated 
underwriter constitutes grounds for suspension of the 
Issuer’s Regulation A exemption; (c) the Issuer failed to 
cooperate in that the Issuer and its officers and directors 
failed or refused to reply to two comment letters and 
three telephone requests from the Commission's staff 
with respect to the amending of the Notification and 
Offering Circular or its withdrawal; and (d) the offering, 
if allowed to commence, would be made in violation of 
Section 17 of the Securities Act of 1933. 








SECURITIES EXACHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10961/August 14, 1974 


See Securities Act Release No. 5520/August 14, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10962/August 14, 1934 


Admin. Proc. File No. 3-4365 


In the Matter of 


CENCO INVESTORS AND ASSOCIATES, INC. 
(Formerly C. E. COOK & COMPANY) 
2627 East Beltline, S.E. 
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Grand Rapids, Michigan 
(8-6792) 


L. EUGENE COOK 


FINDINGS AND ORDER IMPOSING REMeDIAL 
SANCTIONS 


Cenco Investors & Associates, inc., (““registrant’’)a reg- 
stered broker-dealer (formerly known as C. E. Cook & 
Company), and C. Eugene Cook, its president, have 
submitted an offer of settlement which the Commission 
has determined to accept. Solely for the purpose of 
these and any other proceedings under specified provis- 
ions of the Securities Exchange and investment Advisers 
Acts, and without admitting or denying the allegations 
in the order for proceedings, respondents consent to the 
findings and the sanctions set forth below. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that during the period from 


about January 1, 1971 to September 28, 1973, registrant, 


willfully aided and abetted by Cook, willfully violated: 


1. Section 17(a) of the Securities Act and Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder in con- 
nection with transactions in various securities, in that 
respondents, among other things: 1 / 


(a) misrepresented tacts; 

(b) omitted to state material facts; 

\~) recommended securities without inquiry as to in- 
dividual customer’s financial needs or investment ob- 
jectives, 

(d) “switched” customers out of ses:oned and listed 


securities into speculative securities th 
inventory; 


in registrant's 


(e) sold securities in principal transactions at exces: 
ive prices unrelated to cost; and 


(f) effected transactions in customer's accounts with- 
out authorization. 
2. Section 7 (c) (1) of the Exchange Act and Regulation 
T promulgated thereunder by the Board of Governors of 
the Federal Reserve System, in that registrant improperly 
extended, maintained and arranged for credit to or for 
customers. 


it is also found that it is in the public interest to impose 
the sanctions specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that the broker-dealer 
registration of Cenco Investors and Associates, Inc. be, 
and it hereby is revoked; and it is further 


ORDERED that C. Eugene Cook be, and he hereby is, 
barred from association with any broker or dealer, pro- 
vided, however, that he may apply to the Commission 
after five years from the date of this order for permission 
to become so associated in 2 non-supervisory capacity 
upon a showing of adequate supervision. 
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For the Commission, by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


\/ The securities in question were issued by Consumer 
Power Co., Lyntex Corp., Plenum Publishing Corp., 
Gateway Sporting Goods Co., Domestic Air Express, 
Inc., Jetronics Industries, Inc., Ponderosa System, Inc., 
Sherwood Diversified Services, Inc., VLNCorp., Elco 
Corp., Electronics Speciaity Co., and Rusco Industries, 
Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10963/August 14, 1974 


Admin. Proc. File No. 3-4271 
in the Matter of 


J. R. RADIN & CO., INC. 
New York, New York 
(8-15637) 


JOHN J. FERRARA 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are proceedings under the Securities Exchange 

Act with respect to J. R. Radin & Co., Inc. (“registrant”) 
a registered broker-dealer and a member of the National 
Association of Securities Dealers, inc., and John J. Ferrara, 
who was vice-president of registrant. Registrant has not 
appeared at the hearing in this matter, and it is in default. 
i/ Ferrara has submitted an offer of settlement which 
the Commission has determined to accept. Solely for 

the purpose of settlement of these proceedings and with- 
out admitting or denying the allegations in the order for 
proceedings, he consents to the findings and sanction 
against him which are set forth below. 


On the basis of registrant’s default, Ferrara’s offer of 
settlement and the order for proceedings, it is found 
that 2/ 


1. Registrant willfully violated and Ferrara willfully 
aided and abetted violations of the net capital and 
recordkeeping provisions of Sections 15(c) (3) and 
17 (a) of the Exchange Act and Rules 15c3-1, 17a-3 
and 17a-4 thereunder. 


2. Ferrara willfully aided and abetted violations of the 
reporting provisions of Section 17 (a) of the Exchange 
Act and Rule 17a-5 thereunder. 


3. On March 9, 1972, the United States District Court 
for the Southern District of New York permanently 
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enjoined registrant from viblating the net capital pro- 
visions under the Exchange Act. 3/ 


4. Registrant is being liquidated under the Securities 
Investor Protection Act. 


in view of the foregoing, it is in the public interest to 
impose the sanctions specified below. 


Accordingly, 1T 1S ORDERED that the broker-dealer 
registration of J. R. Radin & Co., Inc. be, and it here- 
by is, revoked; and that J. R. Radin & Co., Inc. be and 
ithereby is, expelled from membership in the National 
Association of Securities Dealers, Inc.; and it is further 


ORDERED that John J. Ferrara be, and he hereby is, 
barred from being associated with any broker or 
dealer; provided that after six months from the date of 
this order he may apply for permission to become so 
associated in a non-supervisory and non-proprietary 
capacity upon a showing satisfactory to the Commiss- 
ion’s New York Regional Office that he will be proper- 

, ly supervised; and that no sooner than 18 months from 
the date of this order he may apply to the Commiss- 

, jon’s New York Regional Office for relief from the 
aforesaid limitations on his associatéon with a broker- 

| dealer. 


For the Commission, by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


V/ Rule 6 (e) of the Commission’s Rules of Practice 
provides that a party’s failure to appear at a hearing of 
which he has been duly notified shall be deemed a 
default and that in such circumstances, the pro- 
ceedings may be determined against such party upon 
consideration of the order for proceedings, the allega- 
tions of which may be deemed to be true as to such 
party. 


2/ The findings herein are not binding upon any 
other respondent named in these proceedings. 


3/ SE.C. v. J. R. Radin & Co., Inc., et al., 72 Civil 
Action File No. 987. 
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The Securities and Exchange Commission announced 

| pursuant to Sections 15 (c) (5) and 19 (a) (4) of the 
Securities Exchange Act of 1934 (“Exchange Act”’) 
the temporary suspension of exchange and over-the- 
counter trading for a tenday period commencing at 

| 12:00 noon (EDT) on August 13, 1974 and Termin- 

| ating at midnight (EDT) on August 22, 1974 of all 
securities of the following issuers which have failed to 

. file with the Commission Annual Reports on Form 
10-K for their respective fiscal year ending in 1973 








and one or more of the reports on Form 10-Q also re- 
quired to be filed. 


Associated Mortgage Investors; 
Leader International Industries, Inc.:; and 
Transogram Co., Inc. 


The Commission initiated the subject suspensions be- 
cause the subject issuers failed to comply with the re- 
porting provisions of the Exchange Act resulting in the 
lack of current and accurate information available to 
the public. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rulet5c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of, the provisions of said rule. 
If any broker or dealer has any questions as to whether 
or not he has complied with, said rule, he should not 
enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D. C. 

If any broker or dealer is uncertain as to what is requir- 
ed by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. 

If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10965/August 14, 1974 


See Investment Advisers Act Release No. 425/August 
14, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10966/August 15, 1974 


Admin. Proc. File No. 3-3852 

In the Matter of 

PARKER, ENGLAND & CO., INC. 
550 Old Country Road 

Hicksville, New York 

(8-14153) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


These are broker-dealer proceedings under the Securities 
Exchange Act with respect to Parker, England & Co., Inc. 
a registered broker-dealer (‘‘registrant’’). Solely for the 
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purpose of these or any other proceedings pursuant to 
certain provisions of the Exchange Act, and without ad- 
mitting or denying the allegations of the order for pro- 
ceedings, registrant consents to findings of misconduct 
against it as alleged in that order and to the entry of an 
order revoking its broker-dealer registration. 


On the basis of registrant's consent and the order for pro- 
ceedings, it is found that during the period from about 
October 1969 to March 1970, registrant willfully violated 
the antifraud provisions of Section 17 (a) of the Securities 
Act and Section 19(b) of the Exchange Act and Rule 
10b-5 thereunder and the recordkeeping provisions of 
Section 17(a) of the Exchange Act and Rule 17a-3 there- 
under in connection with transactions in the securities of 
Digital Technology Corporation. Registrant entered into 
an arrangement with an employee of another brokerage 
firm under which special inducements in the form of cash 
payments were offered and paid to such employee for 

his assistance in effecting transactions in Digital securities, 
failed to disclose the arrangement, and made false entries 
in its books and records to make it appear that the pay- 
ments had not been made. 


In view of the foregoing, it is in the public interest to 
impose the sanction to which registrant has consented. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Parker, England & Co., Inc. be, and 
it hereby is, revoked. 


For the Commission, by the Office of Opinions and Re- 


view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10967/August 14, 1974 


The Securities and Exchange Commission has issued an 
order granting the application of the American Stock 
Exchange for unlisted trading privileges in the Class A 
convertible common stock, without nominal or par value, 
of Hollinger Mines Limited, a Canadian corporation. 


An order has also been issued granting the application of 
the New York Stock Exchange, Inc. to strike from listing 
and registration the $4.00 cumulative preferred stock of 
International Paper Company. As of July 15, 1974 only 
66,380 shares of this security remained in public hands. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10968/August 15, 1974 


The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings under 
the Securities Exchange Act of 1934 (’“Exchange Act’’) 
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against Michael Batterman (‘‘Batterman”’), a registered 
representative formerly employed by duPont Glore 
Forgan Incorporated (“duPont”) in Los Angeles, 
California; Victor Sperandeo (‘‘Sperandeo”’), an officer 
and director of Ragnar Option Corporation (“‘Ragnar’’) 
and Ragnar, a broker-dealer with offices in New York, 
New York, charging violations of Sections 9(a) (1) and 
9(a) (2) (anti-manipulative provisions), 10(b) (anti-fraud 
provisions) and 17(a) (bookkeeping provisions) of the 
Exchange Act and Rules 10b-5 and 17a-3 thereunder, 
and charging Batterman with violations of Section 7(c) 
of the Exchange Act and Regulation T thereunder 
(margin provisions). The Commission also charged du- 
Pont with an announced the issuance of an order cen- 
suring duPont for the failure to reasonably supervise 
Batterman to prevent certain of the alleged violations. 
duPont consented, without admitting or denying the 
allegations, to the findings and sanction. 


The order alleges that the respondents and Irving Eisen- 
berger1/ (‘Eisenberger’’) in the period August 1, 1972 
to January 31, 1973 engaged in a fraudulent course of 
business which included the following: Eisenberger, for 
several accounts under his management, purchased Vetco 
Offshore Industries, Inc. {(‘“Vetco’’) common stock and 
call options on Vetco common stock. Batterman, for 
discretionary accounts under his management and for 
his personal account ostensibly purchased approximately 
700,000 shares of Vetco common stock, ostensibly 

sold approximately 450,000 Vetco shares, wrote call 
options on approximately 100,000 Vetco shares and 
put options on approximately 400,000 Vetco shares. 


Sperandeo and Ragnar purchased virtually every Vetco 
option written by Batterman and sold virtually all of 
them to Eisenberger, after causing option converters 

to convert the puts into calls.2/ In the process of con- 
verting Batterman’s puts into Calls, the option converters, 
at the direction of Sperandeo, Ragnar and Eisenberger 
as to timing, terms, and number of shares, purchased 
approximately 400,000 Vetco shares. Batterman and 
Eisenberger are alleged to have directly negotiated the 
terms of a substantial number of the options written by 
Batterman. 


In furtherance of his Vetco option writing activity, 
Batterman is alleged to have caused duPont to effect 
fictitious transactions in Vetco shares amounting to 
approximately 370,000 shares purchased and 370,000 
shares sold short. These transactions were done, in part, 
to create ostensible stock positions to hedge and to re- 
duce margin requirements for options written on such 
positions.3/ In these transactions, Batterman sim- 
ultaneously entered purchase and short sell orders for 
the same account or group of accounts. The orders were 
crossed with each other on the floor of the American 
Stock Exchange (‘‘AMEX’’) and the exchange was ad- 
vised that bona-fida trades had occurred. The trans- 
actions were treated as valid in all respects. Batterman’s 
customers were charged commissions on the trades and 
interest on margin account debit balances that resulted 
from the trades. In connection with the stock and option 
activities described above, the respondencts and Eisen- 
berger allegedly manipulated Vetco common stock in 
transactions on the AMEX by entering several types of 
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matched purchase and sell orders; preventing Vetco price 
declines by purchasing and causing converters to purchase 
shares sold by third persons and shares sold upon the 
exercise of calls and sale of stock underlying Eisenberger’s 
calls; creating a false appearance of active trading, interest 
in and demand for Vetco shares; causing fictitious cross 
transactions (in the case of Batterman) to be made on up- 
ticks or zero-plus ticks; and purchasing large amounts of 
Vetco shares using series of small market orders; and 
concentrating purchases near the close of trading. 


Sperandeo is also alleged to have participated in the ma- 
nipulation by causing converters to purchase Vetco shares 
as part of the conversion of Vetco puts into calls for 
Eisenberger when Ragnar had not contracted to purchase 
the puts, thereby shorting puts. Sperandeo allegedly 
subsequently obtained the shorted puts from Batterman. 


In connection with the Vetco stock and option trans- 
actions, Batterman is alleged to have made an excessive 
number of transactions and effected unsuitable trans- 
actions in his customers’ accounts. Batterman is also 
alleged to have made untrue statements of material facts 
and to have ommitted to state material facts necessary to 
make the statements that were made not misleading to 
his customers. These misrepresentations and omissions 
principally concerned the hedged nature of the options, 
safety and probable rate of return of his option writing 
program. Batterman is also alleged to have failed to dis- 
close to his customers the fictitious transactions describ- 
ed above and the fact that customers on such fictitious 
transactions were charged commissions and interest on 
debit balances in margin accounts. 


Batterman is alos alleged to have violated the margin and 
bookkeeping provisions of the Exchange Act in con- 
nection with the fictitious transactions. Sperandeo and 
Ragnar are alleged to have violtaed the bookkeeping 
provisions of the Exchange Act as a result of Sperandeo’s 
failure to record the shorting of the puts described above 
in Ragnar’s books and records until the shorted puts 

were obtained. Ragnar is also alleged to have failed to 
supervise adequately Sperandeo reasonably with a view 
towards preventing the alleged violations. 


Neither Vetco Offshore Industries, Inc., nor any of its 
personnel are charged with any violations, nor are they 
parties in these proceedings.). 


A hearing will be scheduled by further order to determine 
whether the allegations of the staff are true, to afford the 
Respondents an opportunity to offer any defense thereto 
and to determine whether any action of a remedial nature 
is necessary or appropriate in the public interest. 


The American Stock Exchange actively participated in 
the investigation leading to the order for proceedings and 
rendered very substantial assistance to the Commission’s 
staff. The New York Stock Exchange also assisted in the 
investigation of this matter. 


1/ On March 1, 1973, the United States District Court for 
the District of Columbia issued a final judgment of 
permanent injunction upon consent of the defendants 
enjoining Eisenberger and an investment partnership 


managed by him from further violations of Section 
13(d) of the Exchange Act arising out of transactions 
described in the order for proceedings. (Lit. Rel. No. 
5765, March 1, 1973) 


_2/ Option converters are departments of brokerage 
firms that convert puts into calls and vice versa. In 
converting a put into a call, the converter purchases 
the put, issues a call on the same number of shares and 
purchases the underlying stock. 


3/ Where a call or put is written in an account that is 
long or short, respectively, the underlying stock, the 
amount of margin required to write the call or put is 

less than that which would be required were the account 


not long or short the underlying stock. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10969/August 14, 1974 


NOTICE OF PROPOSED RULE 17a-14 UNDER THE 
SECURITIES EXCHANGE ACT OF 1934 
File No. $7-432 


The Commission is releasing for public comment a re- 
vision of proposed Rule 17a-14 under the Securities 
Exchange Act of 1934 (the “Act’’). The rule, which 
differs substantially from the version in which it was 
proposed in March of 1972,1/ has been revised in view 
of the many comments which were received thereon, the 
recommendations of the Commission’s Advisory Com- 
mittee on Market Disclosure (the “Advisory Committee’’) 
regarding a composite quotation system, which were 
submitted on November 21, 1972, and the Commission’s 
experience to date with Rule 17a-15 under the Act. 


The revised rule incorporates the recommendation of 
many commentators on the original proposal that it 
require the reporting of quotations pursuant to a plan 
similar to that required by Rule 17a-15. Accordingly, 

it provides that every registered national securities 
exchange and national securities association having one 
or more members which act as market makers or specia- 
lists in listed securities must report to the Commission 
quotations of their respective members in such securities, 
and every broker-dealer which is not a member of such 

a self-regulatory organization and which acts as a market 
maker in listed securities must report to the Commission 
its quotations, in each case by making such quotations 
available on a real-time, current and continuing basis in 
accordance with the terms and provisions of a plan 
providing for the collection, processing and dissemina- 
tion of such quotations filed with an declared effective 
by the Commission. 


It is the Commission's view that the self-regulatory or- 
ganizations, because of their unique role in the statutory 
scheme, including their obligation to enforce the fed- 
eral securities laws subject to the Commission’s review, 
are the most appropriate bodies to collect, process and 
make available consolidated, real-time quotation data. 

In keeping with this concept of self-regulation embodied 
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in the federal securities laws, therefore, any exchange or 
association (individually or jointly with any other ex- 
change, association or other person) would, if the pro- 
posed version of Rule 17a-14 is adopted, have the first 
opportunity to file such a plan with the Commission. 


Vendors would be permitted to contract with the sponsor 


or sponsors of any plan for access to the quotation data 
stream and could compete for customers by offering to 
resell the data coupled with various equipment and soft- 
ware packages. 


The Commission is aware that, for a variety of reasons, 
it is possible that no self-regulatory organization will file 
a plan under the cule, or that no plan will be filed which 
can be declared effective within a reasonable time after 
adoption of the rule. In order to maximize the prompt 
availability of consolidated quotation information in the 
unlikely event this occurs, the rule provides that if no 
such plan from a self-regulatory organization has been 
received and declared effective by February 1, 1975 

(or such later date as the Commission may determine), 
the Commission will entertain such a plan from any 
person. The Commission is particularly interested in re- 
ceiving comment on this aspect of the proposed rule. 


The Advisory Committee and many of the commentators 
on the rule as proposed originally recommended that the 
rule permit self-regulatory organizations to establish joint 
procedures for collecting, processing, distributing and dis- 
playing quotations. Such joint procedures would be per- 
mitted under the revised rule. Since it appears to the 
Commission that it is appropriate in the public interest 
and for the protection of investors to effect the central- 
ization of all quotations in listed securities, with a view 
to the rapid and efficient development of a central mar- 
ket system, the Commission recognizes that, to a signif- 


icant degree, a uniformity of approach to the development 


of a composite quotation system will be necessary. Thus, 
the revised rule would require all self-regulatory organiz- 
ations to report to the Commission the quotations of 
their members by making such quotations available on a 
real-time, current and continuing basis in accordance 
with the provisions of an effective plan, the terms of 
which will ensure such uniformity. 


To ensure the comprehensiveness of quotations dissemin- 
ated pursuant to an effective plan, the revised rule would 
provide further that after any plan has been declared 
effective and has become operational no person (includ- 
ing a market maker or specialist) may communicate 
market makers’ or specialists’ quotations in listed securi- 
ties otherwise than in accordance with the provisions of 
such a plan. Consequently, a subscriber to the system will 
have access to all quotations available in any security 
quoted in the system. 


The rivised rule would not impose any minimum market- 
making obligations upon specialists or market makers 
whose quotations are to be reported in accordance with 
an effective plan. Commentators should be aware that 
the question of an appropriate regulatory framework to 
govern the activities of all specialists, market makers and 
block positioners in the context of a central market 
system is currently being considered both by the Com- 
mission’s Advisory Committee on the Implementation 
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of a Central Market System (the ‘““CMS Advisory Com- 
mittee”) and the Commission’‘s staff. The Commission 
believes that it is neither necessary nor appropriate to 
defer the prompt development of a communications 
system offering current information concerning quota- 
tions in the various markets pending resolution of the 
complex central market system questions now before 
the CMS Advisory Committee and the Commission’s 
staff. Nevertheless, the Commission does contemplate 
that each plan filed under the revised rule will specify 
those characteristics which each quotation reported in 
accordance therewith must share. These specifications 
should include such matters as a requirement that 
every bid and offer submitted as a specialist’s or a 
market maker’s quotation represent, until superseded 
by a new quatotion from that same specialist or market 
maker, a standardized minimum amount of the security 
quoted which such specialist or market maker will be 
obligated to buy and sell at the prices quoted. Addition- 
ally, each plan should specify the circumstances under 
which and the manner in which a specialist or market 
maker may communicate his willingness to buy or sell 
securities in a specified quantity at a price away from 
either side of his current quotation, without being re- 
quired to report such a bid or offer as a quotation to be 
disseminated pursuant to an effective plan and without 
being required to change his current quotation. 


The quotation system contemplated by the Commission 
under the revised rule wuold reflect only two-sided 
quotations made on a regular and continuing basis by 
specialists and market makers. The Commission is aware, 
however, that it might be appropriate at some point to 
permit (or, perhaps, under some circumstances, even to 
require) so-called block positioners and others to reflect 
their buy and sell interest in the system, but the Comm- 
ission believes that it would be premature for it to attempt 
to resolve such questions in the absence of specific 
proposals with respect to the operation of the system. 


The provisions of the revised rule have been made parallel, 
in a number of respects, to those of Rule 17a-15, adopted 
by the Commission in November 1972. 2/ For example, to 
ensure access to the quotations reported pursuant to the 
rule on a non-discriminatory basis, the revised rule would 
provide for Commission review of denials of access and 
would require that any plan provide that no display of 
quotations disseminated pursuant thereto may exclude 
quotations based upon the market from which a quota- 
tion was entered. Additionally, as with Rule 17a-15, it 

is the Commission’s intention to place any plan filed 

with the Commission in its public file so that the 
Commission may secure the benefits of public comment 
thereon. Before the Commission would impose changes 
in or otherwise condition the effectiveness of any plan 

or any amendment thereto, or itself initiate any amend- 
ment to the plan, after effectiveness, the plan’s sponsors 
would be afforded an opportunity to comment on any 
such action. 


The Commission recognizes that a test of the composite 
quotation system may be appropriate before it becomes 
fully operational. In view of the provisions in the con- 
solidated tape plan declared effective by the Commis- 
sion for such a test of that system, 3/ the Commission 
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will permit any plan filed pursuant to revised Rule 17a- 





provide that the composite quotation system also 


will not become fully operational until after a test phase. 


The Securities and Exchange Commission, acting pursu- 
ant to the provisions of the Securities Exchange Act of 
1934, and particularly Sections 2, 6, 9, 10, 11, 15, 


15A, 


17, 19 and 23 thereof, hereby proposes to adopt 


revised Rule 17a-14 as follows: 


Rule 


17a-14. Reporting of Quotations in Listed 


Securities 


(a) 


(b) 


(1 


(2 





Every registered national securities exchange 
(““exchange’’) and every registered national securities 
association (“association”) having one or more 
members which act as market makers or specialists 
(as defined in paragraph (i) hereof) in securities 
registered on an exchange pursuant to Section 12(b) 
of the Securities Exchange Act of 1934 (the ‘‘Act’’) 
or admitted to unlisted trading privileges on an ex- 
change pursuant to Section 12(f) of the Act (“‘listed 
securities’) shall report to the Commission all bids 
for and offers of such securities (’’quotations’’) 
made by such members or broker or dealer, and 
every broker or dealer which is not a member of an 
exchange or association (“non-member broker or 
dealer’) and which acts as a market maker in such 
securities shall report to the Commission its quo- 
tations, in each case by making such quotations 
available on a real-time, current and continuing 
basis in accordance with the terms and provisions of 
a plan providing for the collection, processing and 
dissemenation of such quotations filed with and 
declared effective by the Commission pursuant to 
paragraph (b) hereof. 


Plans may be filed under this rule as follows: 


) Any exchange or association (individually or 
jointly with any other exchange, association or 
other person) may file with the Commission a plan 
for the collection, processing and dissemination of 
quotations to be made available pursuant to para- 
graph (a) hereof, which plan shall comply with the 
requirements of paragraphs (c), (d) and (e) hereof. 


— 


In the event a plan filed with the Commission 
pursuant to subparagraph (1) of this paragraph is 
not effective by February 1, 1975 (or such later 
date as the Commission may determine), any per- 
son thereafter may file with the Commission such a 
plan. 


(3) The Commission, having due regard for the main- 






tenance of fair and orderly markets, the public 
interest and the protection of investors may de- 
clare any plan and any amendments thereto filed 
pursuant to subparagraph (1) or (2) of this para- 
graph effective upon such terms and conditions 
relating to the provisions thereof as the Commiss- 
ion may deem necessary or appropriate. After any 
plan is declared effective, the Commission, having 
due régard for the maintenance of fair and orderly 
markets, the public interest and the protection of 


(c) 


investors, may initiate such changes with respect 
thereto as the Commission may deem necessary 
or appropriate. 


Each plan filed pursuant to paragraph (b) hereof 
shall include copies of all rules, by-laws and other 
constituent instruments (including instruments 
relating to: any entity which may be established 
to implement such plan, any exchange, association 
or non-member broker or dealer from whom quo- 
tations are to be collected and any quotation vendor, 
as defined in paragraph (i) hereof, or other person 
to whom quotations are to be disseminated) and 
all other documents pertaining to its implementa 
tion and operation. Each such plan shall specify, 
among other things: 


(1) The manner, method and place of collecting, 


processing, disseminating and displaying quota- 
tions made available pursuant to paragraph (a) 
hereof in compliance with the requirements of 
this rule, including the functions to be performed 
by quotation vendors; 


(2) The standards and methods to be utilized to en 


sure promptness of the collection, processing and 
dissémination of quotations and the accuracy and 
completeness of such quotations; 


(3) The terms and conditions upon which users 


(including quotation vendors) of quotations dis- 
seminated pursuant to the plan will be granted or 
denied access thereto, including (A) specific stand 
ards and procedures governing the granting or 
denial of such access; (B) specific provisions 
governing the sale of quotations to users and the 
resale thereof by users; and (C) the basis for 
computing any fee to be chraged in connection 
with the purchase and sale of quotations; 


(4) That no display of quotations disseminated pursuant 


thereto may (A) exclude quotations based upon the 
market in which a quotation was entered; (B) fail 
to identify the specialist or market maker which 
which entered a quotation; or (C) fail to specify 
any minimum number of round lots or other 
units of trading of the security which a market 
maker or specialist indicates that it is willing to 
buy at the bid price and sell at the offer price 
comprising its quotation (the ‘‘quotation size”’), if 
such market maker or specialist elects to make 
such quotation size available in accordance with 
the provisions of the plan; and 


(5) An estimate of (A) the time required to implement 


and make fully operational the procedures contemp- 
lated by the plan, and (B) the aggregate costs of 
implementing the plan, identifying each com- 
ponent thereof which amounts to 5 percent of more 
of such aggregate costs associated with making the 
plan fully operational or of costs to be incurred 
subsequently on a regular basis to continue the 

plan in operation. 


(d) Every member of an exchange or association shall 
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maintain and keep current, and promptly transmit 
on a real-time, current and continuing basis to the 
exchange or association of which it is a member, 

all information required to be reported to the Com- 
mission by such exchange or association pursuant 
to paragraph (a) hereof in the manner prescribed 

in any effective plan. 


(e) The Commission may entertain appeals in connec- 
tion with the operation of any effective plan as 
follows: 


(1) Any action taken or any failure to act by any per- 
son in connection with an effective plan (in- 
cluding but not limited to denial, limitation or 
termination of access to quotations) shall be sub- 
ject to review by the Commission on its own 
motion, or upon application by any person 
aggrieved thereby (including but not limited to ex- 
changes, associations, brokers, dealers, issuers, 
quotation vendors and other users of quotations) 
filed within 30 days after such action or failure 
to act or within such longer period as the Com- 
mission may determine. 


) Application to the Commission for review, or the 
institution of review by the Commission on its own 
motion, shall not operate as a stay of any such 
action, unless the Commission determines otherwise, 
after notice and opportunity for hearing on the 
question of a stay (which hearing may consist 
only of affidavits or oral arguments). 


In any proceeding for review, if the Commission, 
after appropriate notice and opportunity for hear- 
ing, and upon consideration of any proceedings 
conducted in connection with such action or failure 
to act and such other evidence as it deems relevant, 
determines that the action or failure to act is in 
accord with the applicable provisions of such plan 
and is consistent with the maintenance of fair and 
orderly markets, the public interest and the pro- 
tection of investors, the Commission shall dismiss 
the proceeding. Otherwise, the Commission shall 
require the taking of such action with respect to 
the matter reviewed as the Commission deems 
appropriate in accordance with the public in- 
terest and consistent with such plan. 


(f) After the date on which any plan filed with and de- 
clared effective by the Commission pursuant to 
paragraph (b) hereof becomes operational in accor- 
dance with its terms, no person may communicate 
any market makers’ or specialists’ quotations in any 
manner otherwise than in accordance with the 
provisions of such a plan. 


(g) To the extent any provision of this rule or of any 
effective plan is inconsistent with any rule, contract- 
ual arrangement or practice of any exchange or 
association, the provisions of thie rule and of any 
such plan shall prevail. 


(h) The Commission may exempt from any of or all 
the provisions of this rule, either unconditionally or 
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on specified terms and conditions, any exchange, 
association, broker, dealer, quotation vendor, other 
person or class of securities if the Commission de- 
termines that it is not necessary for the mainten- 
ance of fair and orderly markets, the public 
interest or for the protection of investors that 

any such person or class of securities be subject to 
such provisions. 


(i) For purposes of this rule, the following terms shall 
have the meanings set forth below: 


(1) The term “market maker’’ shall mean a re- 
gistered broker-dealer which, with respect to a 
listed security, holds itself out as being willing to 
buy and sell such security for its own account on 
a regular or continuous basis. 


(2) The term “specialist’’ shall mean any member of 
an exchange which is registered as a specialist 
pursuant to the rules and regulations of such 
exchange. 


(3) The term “‘quotation vendor” shall mean any 
person, other than a market maker or specialist, 
engaged in the business of disseminating, on a 
real-time or current and continuing basis, quota- 
tions for listed securities, whether distributed 
through an electronic communications network 
or displayed on a terminal or other device or 
otherwise. 


All interested persons may submit written comments on 
the above proposal, which should be addressed to 
Secretary, Securities and Exchange Commission, 500 
North Capitol Street, N.W., Washington, D.C. 20549, no 
later than September 16, 1974. All communications 
should refer to File No. S7-432, and will be available for 
public inspection in the Commission’s Public Reference 
Room. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Release No. 9529 (March 
8, 1972). 


2/ Securities Exchange Act Release No. 9850 
(November 8, 1972). 


3/ Securities Exchange Act Release No. 10787 
(May 10, 1974). 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10970/August 15, 1974 
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in the Matter of 


JOHN J. O'KANE, JR. & CO. 
42 Broadway 

New York, N. Y. 

(8-1623) 


ROBERT N. KULLMAN 


ROBERT M. TANNEY 
15 Exchange Place 
Jersey City, New Jersey 
(8-2220) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


John J. O'Kane, Jr. & Co., a registered broker-dealer, 
Robert N. Kullman, its managing partner, and Robert M. 
Tanney, a sole proprietor registered as a broker-dealer, 
have submitted offers of settlement which the Com- 
mission has determined to accept. Solely for the purpose 
of these proceedings and any other proceedings brought 
by the Commission or any other governmental or self 
regulatory body, and without admitting or denying the 
allegations in the order for proceedings, respondents 
consent to the findings and sanctions set forth below. 


The order for proceedings states that Custer Channel 
Wing Corporation (“‘Custer’’) failed to file its required 
quarterly and annual reports for fiscal years 1971, 1972 
and 1973 with the Commission; that by reason of such 
failure trading in Custer’s securities was temporarily 
suspended on two occasions; and that the Commission 
had warned brokers and dealers about their duty to 
comply with the informational requirements of Section 
15(c) (2) of the Exchange Act and Rule 15c2-11 there- 
under regarding the need for specified information before 
quoting Custer’s securities. 


On the basis of the order for proceedings and the offers 
of settlement, it is found that during periods from about 
May 18, 1973 to February 28, 1974, respondents will- 
fully violated Section 15(c) (2) of the Exchange Act and 
Rule 15c2-11 thereunder in that they caused quotations 
for Custer’s securities to be published in the National 
Daily Quotation Service. It is also found that it is in the 
public interest to impose the sanctions specified in the 
offers of settlement. Moreover, the Commission will 

issue definitive findings and an opinion in due course. 


Accordingly, 1T 1S ORDERED that John J. O’Kane, Jr. 
&Co., Robert N. Kullman and Robert M. Tanney be, 
and they hereby are, censured; and it is further 


ORDERED that each respondent be, and he or it hereby 
is, prohibited for five consecutive business days from 
publishing or causing to be published quotations for the 
securities of any company in the National Daily Quota- 
tion Service or NASDAO, provided, however, that they 
may submit to and have published indications of interest 
in the securities of any company, without quotations, in 
the National Daily Quotation Service; and it is further 
ORDERED that the aforesaid five-day prohibition take 
effect on the date of this order with respect to John J. 


O’Kane, Jr. & Co. and Robert N. Kullman; and it is 
further 


ORDERED that said prohibition shall go into effect 
with respect to Robert M. Tanney on August 26, 1974. 


For the Commission, by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10971/August 14, 1974 


The Securities and Exchange Commission announced 
pursuant to Section 15(c) (5) of the Securities Exchange 
Act of 1934 (’’Exchange Act’’) the temporary suspen- 
sion of over-the-counter trading in the securities of 
Continental Resources, International (‘‘Continental”’) 
located in Miami, Florida for a ten-day period commen- 
cing at 2:15 P.M. (EDT) on August 14, 1974 and 
terminating at midnight (EDT) on August 23, 1974. 


The Commission initiated the trading suspension be- 
cause of a lack of adequate and accurate public infor- 
mation concerning the company’s operations and its 
financial condition. In addition, questions have been 
raised concerning information relating to certain 
mining properties owned by Continental in Costa Rica 
contained in a report issued by the company; 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Futhermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any 
broker or dealer has any questions as to whether or not 
he has complied with said rule he sholild not enter any 
quotation but immediately contact the staff of the 
Securities and Exchange Commission, Division of 
Enforcement in Washington, D. C. If any broker or deal- 
er is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 


SECURITIES EXCHANGE ACT OF. 1934 
Release No. 10972/August 14, 1974 
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The Securities and Exchange Commission announced 
pursuant to Section 15(c) (5) of the Securities Exchange 
Act of 1934 the temporary suspension of over-the-counter 
trading in the securities of Korn/Ferry International (‘‘K 
Fi’), located at 1900 Avenue of the Stars, Los Angeles, 
California, for a 10-day commencing at 10:25 A.M. (EDT) 
on August 14, 1974 through midnight (EDT) August 23, 
1974. 


The Commission initiated the trading suspension at the 
request of the company because the company is consider- 
ing certain action which may have an impact on the mar- 
ket price of its stock. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with al! other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said reule. If any broker 
or dealer has nay questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as 
to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in ques- 
tion until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which 
is in violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10973/August 16, 1974 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 against E.P. Seggos & Co., Inc. 
(Registrant’’), a registered broker-dealer of New York, 
New York. Also named as Respondents are Pual W. Sorci 
(“Sorci’’), president, and Frank J. Jannette (‘“Jannette’’), 
secretary-treasurer of Registrant. 


On December 14, 1971 the United States District Court 
for the Southern District of New York entered a per- 
manent injunction pursuant to consents enjoining Reg- 
istrant from violating and Respondents from aiding and 
abetting violations of the net capital and bookkeeping 
provisions of the Securities Exchange Act of 1934. On 
that day, the Court also appointed a trustee under the 
Securities Investor Protection Act of 1970. 


The proceedings are based upon allegations of the 


Commission's staff that Respondents during 1971 employ- 


ed schemes and artifices to defraud in connection with 
transactions in the securities of Data Display Systems, 
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Inc. by means of misleading representations that certain 
shares would not be sold in a public distribution. 


Registrant is also charged with willful violations of and 
Sorci and Jannette are charged with willfully aiding and 
abetting violations of the net capital, bookkeeping and 
reporting requirements of the Securities Exchange Act 
of 1934, as well as failure to amend Registrant's form 
BD. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the 
Respondents and opportunity to offer any defense 
thereto and for the purpose of determing whether the 
allegations are true and, if so, whether any action of a 
remedial nature should be ordered by the Commission. 
(See also Litigation Release No. 5263) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10974/August 16, 1974 


Admin. Proc. File No. 3-3460 
In the Matter of 


BLACK & COMPANY, INC. 
Portland, Oregon 


LAWRENCE S. BLACK 


ROY A. PITT, JR. 
Seattle, Washington 


R. W. PRESSPRICH & CO. INC. 
New York, New York 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


In these broker-dealer proceedings under the Securities 
Exchange Act, no petition for review of the administra- 
tive law judge’s initial decision has been filed regarding 
the above-captioned respondents. The time for filing 

a petition has expired, and the Commission has not 
determined to review the issues regarding these respond- 
ents on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge regarding 
Black & Company, Inc., Lawrence S. Black, Roy A. Pitt, 
Jr., and R.W. Pressprich & Co., Inc. has become the 
final decision of the Commission. The order contained in 
that decision censuring Black & Company, Inc., suspend- 
ing Lawrence S. Black for a period of one month, 1/ 
and barring Roy A. Pitt, Jr. 2/ and from association 
with any broker or dealer is hereby declared effective. 
The suspension shall be effective at the opening for 
business on August 16, 1974.3/ 


George A. Fitzsimmons 
Secretary 
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1/ This suspension does not require Black to divest himself 


“of his ownership interest in Black & Company, Inc. dur- 


ing the suspension period. 


9/ After nine months from the date of this notice, Pitt 
“may apply to the Commission to become associated with 
a broker-dealer in a non-supervisory, non-proprietary 
capacity, upon a showing that he will be adequately 
supervised. 


3/ Although the administrative law judge found that R.W. 
Pressprich & Co., Inc. failed reasonably to supervise one 
of its salesmen, he concluded that the public interest 

did not require that the firm be sanctioned. 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18528/August 7, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 
New York, New York 10017 


SYSTEM FUELS, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
P.O. Box 1640 Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
P.O. Box 60340 
New Orleans, Louisiana 70160 


(70-5529) 


NOTICE OF PROPOSED AGREEMENT WITH NON- 
AFFILIATE REFINERY COMPANY REGARDING 
PREPAYMENTS FOR SUPPLY OF SYSTEM FUEL 
OIL 


NOTICE IS HEREBY GIVEN that System Fuels, Inc., 
(“SFI”), a jointly owned non-utility subsidiary of Arkan- 
sas Power & Light Company, Louisiana Power & Light 
Company, Mississippi Power & Light Company and New 
Orleans Public Service Inc. (herein collectively referred 

to as the ‘‘Operating Companies’), each an electric utility 
subsidiary company of Middle South Utilities, Inc., a reg- 
istered holding company, have jointly filed an application- 
declaration and amendments thereto pursuant to the 


Public Utility Holding Company Act of 1935 (‘‘Act’’), 
designating Sections 9(a), 10, 12(b) and 12(f) of the 
Act and Rule 45 promulgated thereunder as applicable to 
to the following proposed transactions. All interested 
persons are referred to the amended application-declar- 
ation, which is summarized below, for a complete state- 
ment of the proposed transactions. 


SFI has entered into an agreement (“Oil Agreement’) 
with ECOL Ltd., (“ECOL”) providing for long term 
purchases of fuel oil by SFl from ECOL, commencing 
upon the compietion of an oil products refinery (‘‘Re- 
finery’) which is to be constructed, owned and operated 
by ECOL. As more fully described below, the Oil 
Agreement provides, and SFI proposes, that SFI make 
advance payments to ECOL aggregating not more than 
$67,500,000 in aid of construction and startup of the 
Refinery. The advances, with interest theron, will be 
repaid in the form of fuel oil to be supplied by ECOL to 
SFI under the terms and conditions of the Oil Agree- 
ment. 


Established in 1972, SFl’s chief function is the procure- 
ment, storage, transportation, etc. of fuel supplies, in- 
cluding fuel oil, for use in the generation of electricity 
by the Middle South System. (See HCAR Nos. 17400 
and 18221, December 17, 1971 and December 17, 1973, 
respectively). At the present time, about 91% of the 
System's total electric generating capacity consists of 
oil-or-gas fired plants. Reflecting the increasing difficul- 
ties of procuring adequate supplies of natural gas, SFI 
has accelerated its program for increasing future fuel oil 
supplies for the System. Although by 1983 the pro- 
portion of oil/gas plants is expected to decline to about 
48% of total System generating capacity (largely re- 
flecting anticipated commensurate additions to nuclear 
fuel and coal-burning capacity) the System's annual 
fuel oil requirements are expected to increase from an 
estimated 20.7 million barrels in 1974 to 40 million 
barrels in 1979, and to as much as 65 million barrels by 
1999. The proposed transactions are in furtherance of 
SFI'‘s fuel oil supply program; and the Refinery is 
expected to supply about 35% of the SSystem’s fuel oil 
requirements over the 20 year term of the Oil Agreement, 
i.e., through approximately 1997. 


ECOL is a wholly-owned subsidiary of Energy Corpora- 
tion of Louisiana Ltd., (“Energy Corp.”) whose sole 
stockholders are Ingram Corporation (“‘Ingram’’) and 
Northeast Petroleurn Corporation (‘‘Northeast’’). North- 
east, in turn, is the wholly-owned principal operating 
subsidiary of Northeast Petroleum Industries, Inc. 

Ingram and Northeast Petroleum Industries (under a 
former name) were organized in 1962. It is stated that 
SFI has entered into the Oil Agreement in reliance 

upon the expertise of Ingram and Northeast in procuring 
supplies of crude oil, financing and operating oil refin- 
eries, and transporting and marketing petroleum products; 
and upon their financial responsibility and banking connec- 
tions. No affiliation exists between Middle South and the 
aforementioned companies. 


The Refinery and Financing 


The Refinery, to be located near Garyville, Louisiana, 
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will be designed for a crude oil through-put capacity of 
200,000 barrels daily. Construction of the Refinery, ex- 
pected to be completed in 1976, will be done primarily 

by the Ralph M. ParsonsCompanywhich is stated to have 
wide experience in that type of construction. ECOL’s 
initial capital is being furnished by Ingram and North- 

east by equal proportions aggregating $20 million invested 
in common stock equity (100%) of Energy Corp.; the 
latter, in turn, will invest said amount in common equity 
of ECOL. It is stated that as of June 30, 1974, $11,685, 
223 had been so invested in and expended by ECOL for 
acquisition of the Refinery site and for other pre-construc- 
tion costs; the balance is expected to be invested by 
September 1974. In addition to the equity investment, the 
construction of and working capital for the Refinery will 
be financed by banks up to $235,000,000, and by SFI’s 
proposed prepayment of $67,500,000. 


Pursuant to a letter of commitment (‘‘Bank Commitment 
") dated May 31, 1974 between ECOL and a group of 13 
banks (“Banks”) headed by the First National Bank of 
Chicago, ECOL will borrow up to $235,000,000, con- 
sisting of (a) $175 million on Series A notes for construc- 
tion, (b) $15 million on Series B notes in the event of cost 
“over-runs”, as defined, and (c) $45 million on Series 

C notes for working capital necessary for start-up and 
operation of the Refinery. Borrowing against the Series 

A notes must be preceded by, among other things, (i) the 
$20 million cash equity investment in ECOL and (ii) the 
first advance payment by SFI pursuant to the Oil Agree- 
ment. The Banks’ commitments tolend will run until the 
earlier of final payment for the Refinery or March 31, 
1977 in respect of the Series A and Series B commitments; 
and the earlier of two years after start-up of the Refinery 
or December 31, 1978 in respect of the Series C commit- 
ment. The Banks will charge a commitment fee of 1% 
(“of 1% in the case of the Series C) per annum on unused 
portions of the commitments from June 1, 1974 to said 
commitment expiration dates. 


The Series A and B notes will initially mature on the re- 
lated commitment dates, but will thereupon be refunded 
in an aggregate principal amount equal to the the out- 
standing Series A and B notes by the issuance of new 
Series A notes, maturing in 78 approximately equal semi- 
annual installments commencing six months after start- 

up of the Refinery or July 1, 1977, whichever is earlier. 
The Series C notes will mature on the earlier of two years 
after start-up of the Refinery or December 31, 1978. The 
A and B notes are optionally prepayable with a 1% penalty 
if prepaid from borrowed funds, except that funds derived 
from sale of pollution control or analogous bonds or 

from prepayments received by ECOL from long-term 

sales of Refinery products may be used to prepay the notes 
without penalty. Series A or B notes will not be prepay- 
able while any Series C notes are outstanding. 


Notes of all series held by the Banks will bear interest at 

an annual rate of 2% above 117.6% of the prime rate in 
effect from time to time at the First National Bank of 
Chicago, except that the rate on the Series C may be 1% 

less than the foregoing during times when the outstanding 
amount of those notes does not exceed a “formula amount”’ 
amount” determined with reference to ECOL’s inventor- 
ies, trade accounts receivable, and cash or equivalent. 
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Additional interest will be payable on Series A and B 
notes in accordance with a formula measured by 
ECOL’s “‘excess cash flow” as defined. 


Bank borrowings will be secured by a first mortgage on 
the Refinery, by a first priority security interest in 
ECOL’s inventory, accounts receivable, etc., and by 
the Banks’ right to require assignment to them of 
ECOL’s rights under contractual agreements including 
long-term product sales agreements. The Bank Commit- 
ment (on which the ultimate Bank loan agreement will 
be based) also contains convenants requiring, among 
other things, that ECOL maintain not less than certain 
specified ratios of current assets to current liabilities; 
maintain specified net worth positions; and, prior to 
March 31, 1976, contract for a crude oil supply averag- 
ing not less than 150,000 barrels daily for a period of 
not less than 5 years. 


The Oil Agreement 


The Oil Agreement provides for the sale by ECOL and 
purchase by SFI, over a period of 20 years, of up to 
50,000 barreis per day of #6 fuel oil produced by the 
Refinery. The prices to be paid by SFI will be in accor- 
dance with a price formula set forth in the agreement, 
which will reflect, among other things, (a) ECOL’s 
operating costs including taxes other than income taxes, 
depreciation (on a straight-line 13 year basis) and 
interest on borrowed funds (not including borrowed 
funds for inventories and receivables) ; (b) ECOL’s total 
product realization based on all products produced at 
the Refinery multiplied by a weighted average posted 
price of each product; and (c) 60¢ per barrel of crude 
oil processed during the billing month--provided, that 
the fuel oil prices paid by SFI shall not exceed the price 
concurrently paid by ECOL’s other customers for the 
same product, less 10¢ per barrel. 


SFI‘s advances to ECOL, up to the maximum of $67, 
500,000, will be in the nature of prepayments for fuel 
oil. The advances will be made monthly in amounts (except 
for the first payment) not exceeding 23.4% of ECOL’s 
construction and related expenditures estimated for the 
succeeding month. Each advance will be evidenced by 

a note (“ECOL note’’) maturing not later than 1 year 
after issuance. bearing interest at the rate of 15.3% per 
annum. Each ECOL note maturing prior to the statt of 
the second contract year will be refunded by a new note 
equal to the principal amount and accrued interest, and 
bearing a similar interest rate and maturity, as that of 
the note refunded. At commencement of the second 
contract year the aggregate principal amount and accrued 
interest of all ECOL notes then outstanding will be re- 
funded by one new ECOL note, bearing interest at 
15.37% per annum and payable in equal monthly instal- 
ments for nine years. Such payments, which are estimated 
to begin late in 1977, will be made in the form of de- 
liveries of fuel oil (‘’Product’’) to SFI under the Oil 
Agreement. The Product will be valued as described 
above. 


The ECOL note or notes held from time to time by SFI 
will be secured by collateral mortgage on the Refinery, 
subordinate to the rights of ECOL’s senior creditors 








such as the Banks, but having priority over ECOL’s general 
creditors. It is stated that in the event of any default by 
ECOL the Banks have agreed not to enforce their senior 
claims by judicial sale of the mortgaged property without 
first offering SFI the right, but not the obligation, to cure 
the default or to provide for full payment and assignment 
to SFI of all notes held by the Banks. It is further stated 
that except upon the contigency of a default by ECOL 
and the exercise by SFI of its rights, SFI will not acquire 
any interest in the Refinery. 


As sole stockholders of SFI, and to induce ECOL to enter 
into the Oil Agreement, the Operating Companies will 
agree with ECOL that they will severally, in accordance 
with their respective shares of ownership of SFI’s common 
stock, take any and all action as may be necessary to place 
SFI in a position to discharge its obligations under the 

Oil Agreement. It is proposed, in that connection, that 

the funds required by SFI from time to time to make 
advance payments to ECOL will be supplied pro rata by 
the Operating Companies. Advances so made by the 
Operating Companies, with interest theron at 15.37% per 
annum, will be credited to them as prepayments for future 
deliveries of fuel oil. The interest rate of 15.37% attaching 
to both sets of transactions is represented to be the Oper- 
ating to both sets of transactions is represented to be the 
Operating Companies’ related costs of financing. 


With respect to crude oil supplies for the Refinery, it is 
stated that ECOL has been actively neyotiating with 
Middle East producing countries and with Venezuela; 
that, to date, ECOL has received a letter of intent from 
Sonotrach. the Algerian Government oil company, for a 
supply of 40,000 barrels per day of crude oil which may 
be used in the Refinery or exchanged for other crude oil; 
and that the exercise of restraint in further contracts 

for crude oil deliveries two years hence is considered 
prudent in view of the rapidly fluctuating crude oil prices 
and the unsettled world political situation with respect 
to oil. Reference is also made to the stipulation in the 
Bank Commitment, heretofore noted, regarding future 
contractual arrangements for crude oil supplies. 


Applicants-declarants request that SFI be authoirzed, until 
the Refinery is declared operative, to file certificates of 
notification required under Rule 24 on a quarterly basis 

in respect of a description cf the advances made by SFI 

to ECOL, loans made by the Banks to ECOL and equity 
investments made in ECOL. 


Applicants-declarants state that no State or Federal comm- 
ission, other than this Commission, has jurisdiction over 
the proposed transactions. A statement of the fees and 
expenses to be incurred in connection with the proposed 
transactions will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 3, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by the application-declaration as 
amended, which he desires to controvert; or he may re- 
quest that he be notified should the Commission order 

a hearing in respect thereof. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 


sion, Washington D. C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles 

from the point of mailing) upon the applicants-de- 
clarants at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time after 
said date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or taken such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 

this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commision, by the Division of Corporate Rey- 


ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18529/Ausust 12, 1974 


In the Matter of 


FISHERS ISLAND UTILITY COMPANY, INC. 
FISHERS ISLAND DEVELOPMENT CORPGRATION 
48 Wall Street 

New York, New York 


(31-746) 


NOTICE OF FILING OF APPLICATION FOR EXEMP— 
TION PURSUANT TO SECTION 3 (a) (1) of OF THE 
ACT. 


NOTICE IS HEREBY GIVEN that Fishers Island Utility 
Co., Inc. (“Utility Co.) and Fishers Island Development 
Corporation (‘Development Corp.) have filed a joint 
application with this Commission, pursuant to Section 
3(a) (1) of the Public Utility Holding Company Act of 
1935 (“Act”), requesting that they be granted exemp- 
tion on behalf of themsel es and their common public 
utility subsidiary, Fishers Island Electric Corporation 
(Electric Corporation’’), from the provisions of the 

Act. All interested persons are referred to the application, 
which is summarized below for a more complete state- 
ment of the proposed transaction. 


Utility Co. and Development Corp., each of which is or- 
ganized under the laws of New York, are primarily engag- 
ed in real estate rentals and sales of real property on Fishers 
Islard, New York. In addition to its principal business, 
Utility Co. owns 51% of the capital stock of Fishers 

Island Telephone Corporation (‘Telephone Corp.”’) and 
100% of the capital sotck of West End Water Company, 


SEC DOCKET/743 





neither of which is a public utility company as defined in 
the Act. Development Corp. owns the remaining 49% of 
the capital stock of Telephone Corp. and 100% of the 
capital sotck of Fishers Island Water Works, Inc. Neither 
Utility Co. nor Development Corp. itself operates a public 
utility business. 


In addition to the aforementioned stock holdings, Utility 
Co. and Development Corp. own 51% and 49%, respectively 
of the outstanding capital stock of Electric Corporation, 

a public utility company under the Act. Although 

Utility Co. and Development Corp. are therefore public 
utility holding companies, as defined in the Act, their 
application for exemption recites that Electric Corp- 
oraticn’s business is entirely intrastate. The application 
states that all of Electric Corporation's sales of elec- 

tricity are on Fishers Island and that its plant, transmission 
facilities and fixtures are similarly confined to Fishers 
Islar.d. It is further recited that Electric Corporation 
engages in no other public utility business other than as 

an electric utility. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than September 5, 1974, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served 

is located more than 500 miles from the point cf inail- 
ing) upon the applicant at the above-stated address, 

and proof of service (by affidavit or, in case of an attor- 
ney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the application, as 
filed or as it may be amended may be granted as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules, as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to wheter a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HCLDING COMPANY ACT OF 1935 
Release No. 18530/August 12, 1974 


In the Matter of 


OHIO EDISON COMPANY 
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Akron, Ohio 44308 
(70-5518) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 
AND ISSUE OF BONDS FOR SINKING FUND 
PURPOSES 


Ohio Edison Company (“‘Ohio Edison”’), a registered 
holding company, has filed a declaration and amend- 
ments thereto with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’) and Rule 50 promulgated 
thereunder regarding the following proposed trans- 
actions. 


Ohio Edison proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $150,000,000 principal amount of First 
Mortgage Bonds. % Series (the ‘new Bonds’’) 
years. Ohio Edison will sell the new Bonds at competi- 
tive bidding for a price to Ohio Edison of not less than 
100%, (unless Ohio Edison shall authorize a lower 
percentage not less than 99%) or more than 102-3/4% 
of the principal amount thereof and accrued interest. 
The new Bonds are proposed to be issued under Ohio 
Edison’s Indenture dated as of August 1, 1930, to 
Bankers Trust Company, as Trustee, as heretofore 
amended and supplemented and as proposed to be 
amended and supplemented by one or more Indentures 
to be dated as of the first day of the calendar month 

in which the new Bonds are issued. 


Ohio Edison intends to apply the proceeds from the 
sale of the new Bonds to the payment of $30,962,000 
of its First Mortgage Bonds maturing on September 1, 
1974 and for the acquisition of property, the con- 
struction, completion, extension, renewal or improve- 
ment of Ohio Edison’s facilities, or for the improve- 
ment of its service, or for the repayment of unsecured 
short-term debt incurred by Ohio Edison (estimated 
to amount to $38,000,000 at the time of such issue) 
for, or for the reimbursement of its treasury for ex- 
penditures made for such purposes. 


Ohio Edison also requests authority for the authoriza- 
tion and issue on or about November 1, 1974, upon 
the basis of property additions under Aritcle V of the 
Mortgage, of an aggregate of up to $1,091,000 principal 
amount of its First Mortgage Bonds, 3-%% Series of 
1955 due 1985, for sinking fund purposes. 


Ohio Edison states that the issuance of the additional 
Sinking Sinking Fund Bonds is exempted from the pro- 
visions of Rule 50 by reason of subparagraph (a) (4) 
thereof inasmuch as no money will be realized by Ohio 
Edison upon such issuance or by reason of a sale. 


The fees and expenses to be incurred by Ohio Edison 

in connection with the issue and sale of First Mortgage 
Bonds are estimated at $205,000, including legal fees of 
$25,000. The fees, commissions and expenses paid or 
incurred in connection with the proposed Sinking Fund 
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Bonds are estimated to total $1,100, including legal fees 
of $1,000. Fees of counsel for the underwriters, to be 
paid by the successful bidder, are estimated at $17,500. 


The Public Utilities Commission of Ohio has authorized 
the issuance of the new Bonds and of the additional Sink- 
ing Fund Bonds and that no other state commission and 
no federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18500), and 


no hearing has been requested of or ordered by the Comm- 


ission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said declaration, as amended, be permitted to become 
effective: 


IT |S ORDEKev, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become 
effective forthwith subject to the terms and conditions 
prescribed in Rules 24 and 50 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Reg- 


ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18531/August 13, 1974 


In the Matter of 


GULF POWER COMPANY 
75 North Pace Boulevard 
Pensacola, Florida 32520 


(70-5532) 


NOTICE OF PROPOSED AGREEMENT WITH COUN- 
TIES FOR CONSTRUCTION OF POLLUTION CON- 
TROL EQUIPMENT FINANCED BY SALE OF REV- 
ENUE BONDS; SALE TO COUNTIES OF EXISTING 
POLLUTION CONTROL FACILITIES; EXCEPTION 
FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Gulf Power Company 
(“Gulf”), an electric utility subsidiary of the Southern 
Company, a registered holding company, has filed an 
application-declaration with this Commission pursuant to 


the Public Utility Holding Company Act of 1935 (““Act’’), 


designating Sections 6(b), 9(a), and 12(d) of the Act and 
Rule 50(a) (5) promulgated thereunder as applicable to 
the proposed transactions. All interested persons are 





referred to said application-declaration, which is sum- 
marized below, for a complete statement of the pro- 
posed transactions. 


Gulf owns electric generating plants located in Escambia, 
Bay and Jackson Counties, Florida (‘‘Counties’’). In 
order to comply with environmental control standards 
with respect to air and water quality, Gulf has and will 
undertake toconstruct certain facilities (‘‘Projects’’) at 
these plants solely for this purpose. The total cost of 

the Projects is presently estimated not to exceed $23.3 
million. 


To finance the Projects, Gulf proposes to enter into 
Installment Sales Agreements (’’Agreements’’) with 

the Counties which will provide for the acquisition, 
construction and equipping of the Projects by the 
Counties, and the issuance by the Counties, pursuant to 
indentures (“‘Indentures’’) to be entered into between 
the Counties and an indenture trustee (‘Trustee’), of 

its pollution control revenue bonds (Pollution Bonds”), 
in an amount not to exceed $23.3 million. Of such 
aggregate amount, $8,000,000 will be issued by Escambia 
County, $12,000,000 by Bay County and $3,300,000 by 
Jackson County. The proceeds of the sale of Pollution 
Bonds will be deposited by the Counties with the 
Trustee and will be applied to the payment of the cost 
of construction (as defined in the Agreements) of the 
Projects. 


it is further proposed, and the Agreements provide, that 
the Projects will be sold to Gulf, the purchase price to 

be paid in semi-annual installments over a period of 30 
years. The purchase price shall be in an amount sufficient 
to pay the principal and interest on the Pollution Bonds 
as such amounts become due and payable. Gulf may 
prepay the purchase price (a) in whole or in part, at Gulf’s 
option, at any time after ten years from the date of 
issuance of the Pollution Bonds, subject to payment of a 
premium equal to 3% of the principal amount in the 
eleventh year and declining thereafter by 1/2 of 1%, and 
(b) in whole, at Gulf’s option in certain other specified 
instances, without premium. 


In order to obtain the benefit of a rating for the Poiiu- 
tion Bonds equivalent to the rating enjoyed by the first 
mortgage bonds outstanding under Gulf’s bond indenture 
(“Mortgage”), Gulf proposes to issue a series of such first 
mortgage bonds (‘Collateral Bonds”) under the Mortgage, 
pursuant to a supplemental indenture (“Supplemental 
Mortgage”’). The Collateral Bonds, to be issued in a 
principal amount (not exceeding $23,300,000) equal to 
the principal amount of the Pollution Bonds, will be 
deposited with the Trustee as security for Gulf’s obli- 
gations under the Agreements. The Collateral Bonds will 
have a stated interest rate equal to the interest rate 

equal to the interest rate per annum to be borne by the 
Pollution Bonds, will mature on the maturity date of 
such Pollution Bonds, and will be non-transferable. 

The Supplemental Mortgage will provide, however, that 
until the Trustee shall have demanded mandatory re- 
demption of the Collateral Bonds, no interest in respect 
of the Collateral Bonds shall be payable; and that upon 
acceleration of Pollution Bonds then outstanding by 

the Trustee, he may demand the mandatory redemption 
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of the Collateral Bonds at a price equal to the principal 
amount thereof plus accrued interest, if any, to the 
date fixed for redemption. 


The Indentures will provide that, upon deposit of funds 
with or direction to the Trustee by Gulf to apply avail- 
able funds, or upon delivery of outstanding Pollution 
Bonds sufficient to pay or redeem all or any part of the 
Pollution Bonds, the Trustee will be obligated to deliver 
to Gulf Collateral Bonds in an aggregate principal amount 
equal to that amount of Pollution Bonds for the payment 
or redemption of which such funds have been deposited 
or applied or which shall have been so delivered. 


It is stated that the Pollution Bonds are expected to be 
marketed pursuant to an arrangement between the Coun- 
ties and a group of underwriters represented by Kidder 
Peabody & Co. Incorporated. In accordance with the laws 
of the State of Florida, the interest rate thereon will be 
fixed by the Counties, and the terms and sale of the 
Pollution Bonds must be satisfactory to Gulf, although 
Gulf will not be a party to the underwriting arrangement. 
The terms of the Pollution Bonds contain sinking fund 
provisions, which, in the aggregate, will retire at least 
twenty-five percent of the original issue by its final 
maturity date. Gulf further states that it is expected that 
the interest payable on the Pollution Bonds will be 
exempt, by ruling of the Internal Revenue Service, from 
federal income taxation. It is not possible to ascertain 

in advance precisely the interest rate which may be obtained 
ed in connection with the issuance of the Pollution Bonds, 
but Gulf is advised that tax-exempt bonds of like qua- 

lity and tenor have historically carried an annual interest 
rate approximately one and one-half to two and one-half 
percent lower than comparable taxable long-term corpor- 
ate bonds. 


In order to comply with provisions of Florida law autnor- 
izing the Counties to issue its revenue bonds for the pur- 
poses heretofore described, Gulf will be obligated to 
convey to the Counties such existing pollution control 
facilities as are now owned by Gulf, subject to Mort- 
yage. The Agreements provide that Gulf will receive, out 
of the proceeds of the Pollution Bonds, an amount equal 
to Gulf’s original cost for such existing facilities, which, 
upon conveyance to the Counties, will become a part of 
the Projects which Gulf proposes to purchase as provided 
in the Agreements. 


For financial and accounting reporting purposes, the 
indebtedness of Gulf under the Collateral Bonds will be 
capitalized. A statement of the fees, commissions and 
expenses paid or incurred, or to be paid or incurred, in 
connection with the proposed transactions will be supplied 
by amendment. it is stated that the Florida Public Service 
Commission has jurisdiction over, and will have expressly 
authorized, the issuance of Gulf’s Collateral Bonds and the 
assumption by Gulf of its obligations under the Agree- 
ments. Gulf submits that the issuance and delivery of its 
Collateral Bonds to the Counties should be exempted 
from the competitive bidding requirements of Rule 50 

by reason of clause (a) (5) thereof inasmuch as they are 

to be issued and delivered solely to secure Gulf’s obliga- 
tions to the Counties and no public offering by Gulf is to 
be made. No other State commission and no Federal 
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commission, other than this Commission, has jurisdic- 
tion over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 6, 1974, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration which he desires to controvert, or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 

said date, the application-declaration may be granted 
and permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 therof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 

a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Reg- 


ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18532/August 15, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 


(70-5377) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF SHORT—TERM NOTES TO BANKS 


Delmarva Power & Light Company (‘Delmarva’), a 
registered holding company and a public-utility comp- 
any, has filed with this Commission a second post- 
effective amendment to the declaration in this proceed- 
ing pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“‘Act’’) regarding the 
following proposed transactions. 


By Orders dated September 11, 1973, and April 22, 1974 # 
(HCAR Nos. 18087 and 18386), the Commission authoriz@ 
Delmarva until December 31, 1974, issue and sell short- 
term notes to banks and to issue and sell commercial 
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paper, such as banks and insurance companies, in an 
aggregate amount of up to $124,000,000 outstanding at 
any one time. Issues of short-term notes to banks are 
limited to an aggregate of $60,000,000 outstanding at 
any one time, and issues of commercial paper are limited 
only to the extent that, when added to short-term notes 
to banks actually outstanding on the date of issuance, 
the total will not exceed $124,000,000. 


In accordance with the second post-effective amendment, 
the 11 lending banks remain the same but the maximum 
amounts to be outstanding at any one time differ in some 
instances and are now as follows: 


Wilmington Trust Company 
Wilmington, Del. $5,400,000 
Bank of Delaware, 
Wilmington, Del. 3,500,000 
Farmers Bank of the State of Delaware, 
Wilmington, Del. 2,000,000 
Delaware Trust Company, 
Wilmington, Del. 1,800,000 
First National Bank of Maryland, 
Salisbury and Baltimore, Md. 8,050,000 
Irving Trust Company, 
New York, N. Y. 


Subtotal 


10,000,000 
$30,750,000 


Philadelphia National Bank, 
Philadelphia, Pa. $2,250,000 
Bankers Trust Company, 
New York, N. Y. 5,000,000 
Continental Illinois National Bank & 
Trust Company of Chicago, IIlinois 2,250,000 
Manufacturers Hanover Trust Company, 
New York, N. Y. 14,750,000 


Chemical Bank, New York, N. Y. 
Total 


5,000,000 


The terms of the bank loan agreement as now amended are 
identical with the terms of the original agreement with 

the exception that, in addition to a 1/2 of 1% commit- 
ment fee for unused lines of credit, Bankers Trust 

Company and Manufacturers Hanover Trust Company 
require a 5% compensation balance. In all other respects, 


the transactions as previously authorized remain unchanged. 


No State commission and no Federal commission, other 


than this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
tules thereunderare satisfied and that no adverse findings 


are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as now amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as now amended, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18533/August 16, 1974 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 


SOUTHERN ELECTRIC GENERATING COMPANY 
P. O. Box 2641 
Birmingham, Alabama 35291 


(70-5534) 


NOTICE OF PROPOSED AGREEMENT WITH INDUS 
TRIAL DEVELOPMENT AUTHORITY FOR CONSTRUC 
TION OF POLLUTION EQUIPMENT FINANCED BY 
SALE OF REVENUE BONDS AND OF GUARANTY 
BY SUBSIDIARY HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Alabama + ower 
Company (““APCO”), an electric utility subsidiary 
company of the Southern Company, a registered hoicing 
company, and the Southern Electric Generating Compan 
(“SEGCO”), a subsidiary of APCO and Georgia Power 
Company, have filed a joint-declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (““Act’’) designating Sections 9(a), 12(b) 
and 12(d) of the Act and Rules 44(b) (3) and 45 pro- 
mulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to said 
joint-declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


SEGCO is the owner of four units of the Ernest C. Gaston 
steam plant (‘Plant’) near Wilsonville, Alabama. In 

order to comply with environmental control standards 
with respect to air and water quality, SEGCO has and 

will undertake to construct certain facilities (‘“Project’’) 
solely for this purpose. 
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To finance the Project, SEGCO has entered into an In- 


stallment Sale Agreement (“‘Agreement’’) with the Indust- 


rial Development Board of the Town of Wilsonville, 
Alabama (‘‘Board’’), which provides for the acquistion, 
construction and equipping of the Project by the Board, 
and the issuance by the Board, pursuant to an indenture 
(‘Indenture’) to be entered into between the Board and 
an indenture trustee (‘Trustee’), of its pollution control 
revenue bonds (“Pollution Bonds”) in an amount not to 
exceed $21.5 million. The proceeds of the sale of 
Pollution Bonds will be deposited by the Board with the 
Trustee and will be applied to the payment of the cost 
of construction (as defined in the Agreement) of the 
Project. 


It is further proposed, and the Agreement provides, that 
the Project will be sold to SEGCO, the purchase price to 
be paid in semi-annual installments over a period of years. 
Each installment shall be in an amount sufficient to pay 
the principal and interest on the Pollution Bonds as such 
amounts become due and payable. SEGCO may prepay 
the purchase price (a) in whole or in part, at SEGCO’s 
option, at any time after ten years from the date of 
issuance of the Pollution Bonds, subject to payment of 
a premium equal to 3% of the principal amount in the 
eleventh year and declining thereafter by 1/2 or 1%, and 
(b) in whole, at SEGCO’s option in certain other specifi- 
ed instances without premium. 


APCO proposes to unconditionally guarantee SEGCO’s 
payment obligations under the Agreement to the Board. 
It is stated that the guaranty will be assigned by the 
Board to the Trustee. A separate indemnification agree- 
ment to be concluded between APCO and Georgia Power 
Company will be the subject of a separate filing with this 
Commission. 


It is stated that the Pollution Bonds are expected to be 
marketed pursuant to arrangements with a group of 
underwriters represented by Goldman, Sachs & Co., Inc- 
orporated. In accordance with the laws of the State of 
Alabama, the interest rate thereon will be fixed by the 
laws of the State of Alabama, and the terms and sale of 
the Pollution Bonds must be satisfactory to SEGCO al- 
though SEGCO will not be a party to the underwriting 
arrangement. The Pollution Bonds, which mature not 
later than June 1, 1994, contain sinking fund provisions, 
which, in the aggregate, will retire at least twenty-five 
percent of the original issue by its final maturity date. 

It is further stated that the interest payable on the 
Pollution Bonds will be exempt, by ruling of the Internal 
Revenue Service, from federal income taxation. It is not 
possible to ascertain in advance precisely the interest 
rate which may be obtained in connection with the issu- 
ance of the Pollution Bonds, but SEGCO is advised that 
tax-exempt bonds of like quality and tenor have his- 
torically carried an annual interest rate approximately 
one and one-half to two and one-half percent lower than 
comparable taxable long-term corporate bonds. 


A statement of the fees, commissions and expenses paid 
or incurred, or to be paid or incurred, in connection 


with the proposed transactions will be supplied by amend- 


ment. It is stated that the Alabama Public Service Com- 
mission has jurisdiction over the assumption by SEGCO 
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of its obligations under the Agreement and over the 
guaranty of SEGCO’s obligations thereunder by APCO. 
The order of that commission will be supplied by amend- 
ment. No other State commission, and no Federal com- 
mission other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than September 9, 1974, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said joint-decla- 
ration which he desires to controvert, or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Wash- 
ington, D.C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point 

of mailing) upon the declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an attor- 
ney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the joint-declaration, 
as filed or as it may be amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act or 
the Commission may grant exemption from such rules 
as provided in Rules 29(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Reg- 


ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8458/August 12, 1974 


In the Matter of 

IDS LIFE INSURANCE COMPANY 

IDS LIFE VARIABLE ANNUITY FUNDA 
IDS LIFE VARIABLE ANNUITY FUND B 


IDS Tower 
Minneapolis, Minnesota 55402 


(812-3670) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 








ress, 








FROM THE PROVISIONS OF SECTION 15(a) 


NOTICE IS HEREBY GIVEN that IDS Life Insurance 
Company (“Company”), a stock life insurance company 
organized under the laws of the State of Minnesota, and 
IDS Life Variable Annuity Fund A (“Fund A”) and 

IDS Life Variable Annuity Fund B (“Fund B”’) (collect- 
ively, Funds”), both of which are open-end, diversified 
management investment companies registered under the 
Investment Company Act of 1940 (“‘Act’’) (hereinafter 
collectively referred to as ‘’Applicants’’), have filed an 
application, pursuant to Section 6(c) of the Act, for an 
order of the Commission exempting Applicants from 

the provisions of Section 15(a) of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


The Company, a wholly-owned subsidiary of Investors 
Diversified Services, Inc. (“‘IDS’’), serves as investment 
adviser to the Funds. The Company has an agreement 
with IDS under which IDS will, among other things, 
counsel with and advise the Company on the formulation 
of the investment program designed to accomplish the 
investment objectives of the Funds. As required by Sec- 
tion 15(a) of the Act, the Investment Advisory Agree- 
ments (‘‘Agreements’’) between the Company and the 
Funds, and between the Company and IDS, were sub- 
mitted to and last approved by contract holders of the 
Funds at their annual meetings which were held on June 
27, 1974. The Agreements were last approved by the 
Funds’ Board of Directors and by a majority of members 
thereof who were not parties to the Agreements or inter- 
ested persons of any such party on May 9, 1974. 


IDS is a corporation presently domiciled in the State of 
Minnesota. A plan and agreement of merger (‘“Merger 
Plan’’) to permit the reincorporation of IDS in the State 
of Delaware was approved by the Board of Directors of 
IDS on February 20, 1974, and by stockholders of IDS 
on April 17, 1974. Under the terms of the Merger Plan, 
IDS will be merged into its wholly-owned subsidiary, 

IDS Delaware, Inc. (‘IDS Delaware’’), a Delaware corp- 
oration formed for the purpose of merger. All of the 
assets and obligations of IDS will become, by operation 
of law, those of IDS Delaware. In conjunction with the 
Merger Plan, the name of IDS will be changed to Investors 
Diversified Services, Inc. Applicants state that the merger 
will be made effective upon the filing of appropriate 
documents in Minnesota and Delaware, or on December 
31, 1974, whichever is later. The Board of Directors of 
IDS may delay the merger, but not later than December 
31, 1975, if the IDS Board of Directors deems it to be in 
the best interests of IDS. 


Applicants request an exemption from the provisions of 
Section 15(a) of the Act to permit the Company and IDS 
to act as investment advisers to the Funds on the same 
terms and conditions set forth in the Agreements between 
the Company and the Funds. and between the Company 
and IDS, which were approved on June 27, 1974, from 
the time of IDS’ reincorporation in Delaware until the 
Funds’ next annual stockholder meetings. In the event 

the Funds’ next annual stockholders meetings are ad- 
journed because of a lack of a quorum, Applicants state 


that the Funds intend to hold their stockholder meet- 
ings within 30 days after the adjourned meetings. 
Applicants further request that, under such circumstanc- 
es, the exemptive relief from the provisions of Section 
15(a) of the Act be extended until such meetings are 
reconvened. 


Section 15(a), as here pertinent, provides that it shall be 
unlawful for any person to serve or act as investment 
adviser of a registered investment company except 
pursuant to a written contract which has been approved 
by the vote of a majority of the outstanding voting 
securities of such registered investment company and 
which provides, in substance, for its automatic term- 
ination in the event of its assignment. 


In support of their request, Applicants state that the 
change of domicile by IDS is not expected to result in a 
direct or indirect transfer of a controlling block of the 
outstanding voting securities of IDS since the existing 
IDS shareholders will share in the Delaware incorporated 
IDS in direct proportion to their shares held in the 
Minnesota incorporated IDS. 


Applicants further state that special shareholder meetings 
called for the purpose of approving new Agreements 
between the Company and the Funds and between the 
Company and IDS would cost approximately $60,000 

in administrative, printing, mailing, computer and related 
expenses. 


Section 6(c) of the Act provides that the Commission 
may, by order upon application, conditionally or un- 
conditionally exempt any person from any provision of 
the Act or of any rule or regulation thereunder, if and 

to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policies and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than September 6, 1974, at 5:30 p.m. 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such a request, 
and the issues of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail, 

if the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
set forth above. Proof of such service (by affidavit or in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, and order disposing of the application will 
be issued as of course following said date, unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who request 
a hearing or advice as to whether a hearing is ordered 

will receive notice of further developments in this matter 
including the date of hearing (if ordered) and any post- 
ponements thereof. 
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For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8459/August 12, 1974 


In the Matter of 


VANGUARD FUND, INC. 
c/o Stein & Rosen 

1370 Avenue of the Americas 
New York, New York 10019 


(811-966) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR ORDER DE-— 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Vanguard Fund, Inc. 
(“Applicant”), a Delaware corporation registered as a 
non-diversified, open-end management investment com- 
pany under the Investment Company Act of 1940 
(“Act”), has filed an application pursuant to Section 8(f) 
of the Act for an order of the Commission declaring 
that Applicant has ceased to be an investment company 
as defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations set forth therein, which 
are summarized below. 


On August 1, 1960, Applicant filed a Notification of 
Registration pursuant to Section 8(a) of the Act and 
subsequently filed Registration Statements pursuant to 
Section 8(b) of the Act, and Section 5 of the Securities 
Act of 1933 (‘°1933 Act’’). Applicant's Registration 
Statement under the 1933 Act became effective on 
December 28, 1960. At a special meeting of shareholders 
of Applicant held on June 11, 1974, shareholders voted 
to exchange substantially all of Applicant's assets for 
shares of common stock of Pilgrim Fund, Inc. (‘‘Pil- 
grim’’), also an investment company registered under the 
Act, pursuant to a Plan and Agreement of Reorganiza- 
tion whereunder such shares of Pilgrim would be distrib- 
uted to Applicant’s shareholders as of the exchange date. 
Such exchange and distribution occurred as of June 21, 
1974. 


By virtue of the foresaid exchange, Applicant does not 
hold any portfolio securities, and its net assests consist 
of $15,165, all of which is represented by cash, which 
cash has been reserved in connection with the exchange 
in order to pay the anticipated costs of prosecuting 
certain claims held by Applicant, and to pay the costs of 
final winding up of its affairs, miscellaneous liabilities 
incurred in the ordinary course of its operations, and 
final tax payments, filing fees, legal and accounting 
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fees incident to its final dissolution. Any balance re- 
maining after all of such payments have been made will 
be delivered to Pilgrim which will credit each share- 
holder of Applicant who was of record on the exchange 
date with additional Pilgrim shares or fractions thereof 
in proportion to their holdings on such date. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an in- 
vestment company, it shall so declare by order, and 
upon the taking effect of such order, the registration 
of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 6, 1974 , at 
5:30 p.m. submit to the Commission in writing a request 
for a hearing on the matter accompanied by a statement 
as to the nature of his interest, the reason for such re- 
quest, and the issues, if any, of fact or law proposed to 
be controverted, or he may request that he be notified 
if the Commission shall order a hearing theron. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. 
C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mail- 
ing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date, unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice 
as to whether a hearing is ordered, will receive notice 

of further developments in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8460/August 14, 1974 


In the Matter of 

THE HORNBLOWER GROWTH FUND, INC. 
8 Hanover Street 

New York, New York 10004 

(811-1846) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT THE COMPANY HAS CEASED 
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TO BE AN INVESTMENT COMPANY 


The Hornblower Growth Fund, Inc. (‘Applicant’), a non- 


diversified, openend management investment company 
registered under the Investment Company Act of 1940 
(“Act’’), has filed an application pursuant to Section 8(f) 
of the Act for an order of the Commission declaring 

that Applicant has ceased to be an investment company 
as defined in the Act. 


On July 17, 1974, a notice (Investment Company Act 


Release No. 8427), was issued of the filing of said applica- 


tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 


the application would be issued as of course unless a hear- 


ing should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY CRDERED, pursuant to Section 8(f) of 
the Act, that the registration of the Hornblower Growth 
Fund, Inc., shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8461/August 14, 1974 


See Investment Advisers Act Release No. 425/August 14, 
1974. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8462/August 15, 1974 


In the Matter of 


AMERICAN EXPRESS INVESTMENT FUND, INC. 

AMERICAN EXPRESS STOCK FUND, INC. 

AMERICAN EXPRESS INCOME FUND, INC. 

AMERICAN EXPRESS CAPITAL FUND, INC. 

AMERICAN EXPRESS SPECIAL FUND, INC. 

AMERICAN EXPRESS GOVERNMENT 
SECURITIES FUND, INC. 


and 


AMERICAN EXPRESS INVESTMENT 
MANAGEMENT COMPANY 

P.O. Box 7650 

San Francisco, California 94120 


(812-3673) 


NOTICE OF APPLICATION FOR ORDER PURSUANT 
TO SECTION 11(a) OF THE ACT TO PERMIT AN 
OFFER OF EXCHANGE AND PURSUANT TO SEC- 
TION 6(c) FOR EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT AND RULE 22d—1 
THEREUNDER 


NOTICE IS HEREBY GIVEN that American Express 
Investment Fund, Inc., American Express Stock Fund 
Inc., American Express Income Fund, Inc., American 
Express Capital Fund, Inc. and American Express 
Special Fund, Inc. (herein collectively reterred to as 
“Funds” and individually as Fund”), and American 
Express Government Securities Fund, Inc. (“AEGS”) 
each of which is registered as an open-end investment 
company under the Investment Company Act of 1940 
(‘Act’) and American Express Investment Management 
Company (““AEIMCO”) (collectively referred to with 
the Funds and AEGS as “Applicants’’) have filled an 
application for an order (1) pursuant to Section 11(a) 
of the Act to permit the Funds to offer to exchange 
their shares for shares of AEGS on a basis other than 
their relative net asset value per share at the time of the 
exchange and (2) pursuant to Section 6(c) of the Act 
granting exemptions from Section 22(d) of the Act and 
Rule 22d-1 thereunder, in connection with such ex- 
changes. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are 
summarized below. 


AEIMCO, as principal underwriter for each of the Funds, 
and AEGS, maintains a continuous public offering of 

the shares of each of the Funds and AEGS at thir re- 
spective net asset values, plus a sales charge. The max- 
imum sales charge for each of the Funds is 8.5% on 
purchases of less than $10,000; the sales charge is reduced 
on larger purchases. Shares of each of the Funds may be 
exchanged for shares of any of the other Funds on the 
basis of the relative net asset value per share at the time 
of the exchange without a sales or other charge. The 
maximum sales charge for AEGS is 1.75% on purchases 
of less than $10,000; the sales charge is reduced on larger 
purchases. 


Each of the Funds proposes to offer its shares to share- 
holders of AEGS in exchange for shares of AEGS on the 
following bases: (1) Shares of AEGS which were acquired 
through a share exchange or acquired as a result of the 
reinvestment of dividends or distributions will be exchanged 
for shares of any of the Funds on the basis of thir relative 
net asset value per share at the time of the exchange; 

(2) Shares of AEGS acquired other than through a share 
exchange or reinvestment of dividends or distributions 
will be exchanged for shares of any of the Funds on the 
basis of their relative net asset value per share at the 

time of the exchange, plus the sales charge described in 
the prospectus of each of the Funds (maximum 8.5%), 
less an amount equal to the sales charge previously paid 
on the AEGS shares being exchanged. As a result, a share 
holder acquiring shares of AEGS would pay approximate- 
ly the same overall sales charge that he would have paid 
had he directly purchased the same number of shares of 
one of the Funds. 
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Since shareholders of the Funds have the right to exchange 


their shares for shares of AEGS without payment of any 
sales charges, a shareholder who acquired his shares of a 
Fund by way of an exchange of shares of AEGS would 
be able to re-exchange the shares of the Fund for shares 
of AEGS at net asset value since such shareholder would 
have paid a normal sales charge on the shares of the Fund 
when he had previously exchanged AEGS shares for 
shares of the Fund. No further sales charges would be 
assessed on any future exchange of the shares so acquired. 
No refund of sales charges will be made on any of the 
exchanges permitted hereunder. 


In the event a shareholder desires to exchange only a 
portion of his shares of AEGS, those shares which may 
be exchanged at relative net asset value without sales 
charge will be exchanged first. The remaining shares to 
be exchanged will be selected from those shares which 
are entitled to be exchanged upon payment of the lowest 
additional sales charge. For example, if a shareholder who 
desired to exchange 1,000 shares of AEGS owned 2,000 
shares of AEGS on which he had paid a sales charge of 
1.75% and 250 shares of AEGS which had been acquired 
upon the reinvestment of divdends, the shares to be ex- 
changed and the sales charge due would be as follows: 
250 shares would be exchanged at net asset value and 
the remaining 750 shares would be exchanged upon the 
payment of a sales charge of 8.5% less the sales charge 
paid on the 750 shares at the time they were acquired. 
If, because of rights of accumulation at the time of the 
exchange, the shareholder would be entitled to purchase 
directly shares of the Fund to be acquired at a lower 
sales charge, he will be assessed the lower sales charge 
less the sales charge previously paid. 


Section 11(a) of the Act provides that it shall be unlaw- 
ful for any registered open-end investment company or 
any principal underwriter for such company to make or 
cause to be made an offer to the shareholder of a security 
of such company or of any other open-end investment 
company to exchange said security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 

to be exchanged unless the terms of the offer have first 
been submitted to and approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal under- 
writer therof shall sell any redeemable security issued by 
such company to any person except at a current offering 
price described in the prospectus. The sales charge des- 
cribed in the prospectus of each of the Funds and AEGS 
differs from and may be greater than the sales charge 
which would be applicable to the proposed exchange 
offer. 


Applicants state that the purpose of the proposed exchange 


offer is to permit a shareholder of AEGS who changes 
his investment objective to change his investment to a 
different investment company without paying the full 
sales charge otherwise applicable. Applicants submit that 
the exchange offer to shareholders of AEGS cannot be 
made at the relative net asset value of the Fund to be 
acquired because the shareholder of AEGS would have 
paid substantially less sales charges on his investment 
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than similarly situated investors in the Fund to be 
acquired. Applicants further submit that if shares of the 
Funds could be acquired by a shareholder of AEGS at 
net asset value in an exchange, it is possible that the 
exchange would be in violation of Section 22(d) of the 
Act since an investor would be able to purchase shares 
of oné of the Funds at a sales charge other than that 
described in its prospectus merely by purchasing shares 
of AEGS and subsequently exchanging those shares at 
net asset value for shares of one of the Funds. 


Section 6(c) provides, in part, that the Commission, by 
order upon application, may conditionally or uncon- 
ditionally exempt any person, security, or transaction or 
any class of persons, securities, or transaction from any 
provision or provisions of the Act and the Rules pro- 
mulgated thereunder, if and to the extent such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than September 10, 1974, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his request, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
communication should be addressed: Secretary, Securit- 
ies and Exchange Commission, Washington, D. C. 20549. 
A copy of such request shall be served personally or 

by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commision’s 
own motion. Persons who request a hearing, or advice 

as to whether a hearing is ordered, will receive notice of 
further developments in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 


Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8463/August 15, 1974 


In the Matter of 


THE CAPITOL LIFE INSURANCE COMPANY 
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and 
CAPITOL LIFE SEPARATE ACCOUNT A 


1600 Sherman Street 
Denver, Colorado 80207 


(812-3643) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11 OF THE ACT FOR APPROVAL OF AN OFFER OF 
EXCHANGE AND PURSUANT TO SECTION 6(c) OF 
THE ACT FOR EXEMPTION FROM SECTIONS 22(d), 
26(a), AND 27(c)(2) OF THE ACT 


NOTICE IS HEREBY GIVEN that The Capitol Life 
Insurance Company (‘‘Capitol Life’’) and Capitol Life 
Separate Account A (“Separate Account”’), a unit invest- 
ment trust registered under the Investment Company Act 
of 1940 (‘“Act’’) (hereinafter collectively referred to as 
“Applicants’’) have filed an application pursuant to Section 
11 of the Act for an order to permit certain offers of ex- 
change and pursuant to Section 6(c) of the Act for exemp- 
tion from the provisions of Sections 22(d), 26(a), and 27 
(c)(2) of the Act, to the extent noted below. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations contain- 
ed therein which are summarized below. 


Capitol Life, a stock insurance company organized under 
the laws of the State of Colorado, is a wholly-owned sub- 
sidiary of Associates Corporation of North America 
(“Associates Corporation’’) and an indirect subsidiary of 
Gulf & Western Industries, Inc. 


Separate Account was established by Capitol Life pursuant 
to Colorado law in connection with the proposed issuance 
of certain group and individual variable annuity contracts 
(hereinafter collectively ‘‘Contracts’’). Assets of Separate 
Account will be invested in the shares of Security First 
Growth Fund, Inc., or Security First Income Fund, Inc. 
(hereinafter collectively ‘‘Funds’’) or both. Such invest- 
ments will be allocated, respectively, through either of two 
Separate Account Series, Series G and Series |. Funds are 
open-end, diversified management investment companies 
registered under the Act and are managed by Security 

First Investment Management Corporation, a wholly-owned 
subsidiary of Security First Capitol Corporation, an affiliate 
of Security First Financial, Inc., the principal underwriter 
for the Funds. 


Applicants propose to offer three types of Contracts: group 
flexible payment variable annuity contracts (‘“Group 
Contracts’’); individual flexible payment variable annuity 
contracts (“Individual Contracts’); and individual single 
payment variable annuity contracts (‘Single Payment 
Contracts’). The Contracts provide that a sales charge will 
be deducted from the gross purchase payment(s) under 
each Contract. For Individual Contracts, such deduction 

is 8-%% of the gross purchase payment allocated to Separ- 
ate Account. For Group Contracts, such deduction is 8-2% 
for the first $5,000 credited to Separate Account for a 
participant and 6% on all purchase payments allocated to 
Separate Account in excess of $5,000 per participant, 





except that, if an initial single payment of $5,000 or more 
is allocated to Separate Account for a participant, the 
deduction is 6% for that and all subsequent purchase 
payments allocated to Separate Account for that part- 
icipant. Under Single Payment Contracts, the charge for 
sales expense will be 6% of each purchase payment. Cap- 
itol Life will also receive an annual administration charge 
on July 2 of each year for each person covered under a 
Contract which may not exceed $20, provided the Con 
tract has been in effect for one full year prior to the 
July 2 payment date. Contract owners and participants 
under Individual Contracts and Group Contracts may 
allocate their net purchase payment to Series G or Series 
| of Separate Account for variable benefits, or to 

Capitol Life’s general account to provide for a fixed 
accumulation. Contract owners of Single Payment Con- 
tracts may allocate their net purchase payment to Series 
G or Series | of the Separate Account. 


Section 17 


Applicants request an order pursuant to Sections 11 (a) 
and 11(c) of the Act to permit Contract owners or 
participants under Group Contracts to convert accumula- 
tion units from one Separate Account Series to another. 
Upon receipt of such an election. Capitol Life will transfer 
one-twelfth of the total value of the account to be con- 
verted on the first business day of each of the next twelve 
consecutive months provided no such transfers may take 
place if the date of the last monthly transfer would occur 
later than the end of the second valuation period preced- 
ing the annuity date. Each conversion will be based upon 
the net asset value of the affected series at the close of 
business on the day such transfer of accumulation units 
occur. No conversion between series may become effective 
for any account while transfers are being made under a 
previous election. The amount converted per election must 
total at least $1200; any conversion election which be- 
comes effective within 24 months of the date annuity pay- 
ments are to begin will automatically constitute an 
election to allocate subsequent purchase payments to the 
series to which the conversion is being made. A $5.00 
charge will be made against a Contract account to cover 
the cost of effecting conversions between series. 


Section 11(a) of the Act provides that it shall be unlawful 
for any registered open-end company or any principal 
underwriter for such a company to make or cause to be 
made an offer to the holder of a security of such a company 
or of any other open-end investment companyto exchange 
his security for a security in the same or another such 
company on any basis other than the relative net asset 
values of the respective securities to be exchanged, unless 
the terms of the offer have first been submitted to and 
approved by the Commission. Section 11(c) provides that, 
irrespective of the basis of exchange, the provisions of 
Section 11(a) shall be applicable to any type of offer of 
exchange of the securities of registered unit investment 
trusts for the securities uf any other investment company . 


Applicants allege .hat the prposed conversion privilege 
will afford Contract owners and participants under Group 
Contracts the opportunity to choose between shares of 
underlying mutual funds having different investment 
objectives. Applicants also allege that the $5.00 charge for 
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effecting such a conversion will be uniformly applied only 
to those individuals who elect the conversion privilege to 
pay for the administrative costs involved, and therefore 
will not be discriminatory against those Contract owners 
or participants who do not make the election. 


Section 22(d) 


Section 22(d) of the Act provides, in pertinent part, that 

no registered investment company or principal underwriter 
thereof shall sell any redeemable security to the public ex- 
cept at a current offering price described in the prospectus. 


Applicants request an exemption from the provisions of 
Section 22(d) to permit, without additional sales charge, 
transfers, prior to the annuity payment period, of amounts 
accumulated on (1) a fixed basis in Capitol Life’s general 
account under Individual Contracts, Group Contracts and 
other conventional annuity contracts, or (ii) lump sum 
distributions under life insurance and endowment policies 
issued by Capitol Life, such as death benefits payable under 
such insurance policies, maturity values under endowment 
contracts or other lump sum cash options available to 
owners of such contracts or beneficiaries thereunder to be 
applied to provide variable annuity payments. Applicants 
state that premium payments have already been paid under 
these other policies which are equal to or greater than the 
applicable sales charges under the Contracts. Applicants 
also state that no new sales effort will be involved in such 
transactions. 


Applicants also request an exemption from Section 22(d) 
to permit experience rating credits under Group Contracts 
without further deduction for sales charges in the event 
gains accrue to Capitol Life from expense risk charges 
made under Group Contracts which exceed amounts that 
the Board of Directors of Capitol Life determine, at their 
sole discretion, should be added to contingency reserves 
and surplus. Such gains may be used to purchase additional 
accumulation and annuity units for the benefit of part- 
icipants under such Contracts. Applicants state, in support 
of their request, that it is impossible to make any advance 
determination or projection as to amounts resulting from 
possible expense adjustments, and that sales charges or 
other expense deductions have already been made on pay- 
ments giving rise to the experience rating credits. 


Applicants request a further exemption from the provisions 
of Section 22(d) to permit a beneficiary named under any 
of the Contracts to apply death benefit proceeds to provide 
variable annuity payments without the imposition of a sales 
charge. Applicants state that sales charges will have already 
been paid on purchase payments under the Contracts, 

and that no further selling expense will be involved. 


Applicants also request an exemption from the provisions 

of Section 22(d) to permit Group Contract participants 

and owners of Individual Contracts and Single Payment 
Contracts to transfer the value of thir respective account 

to any other Contract without the imposition of additional 
sales charges. Applicants represent that , under certain 
circumstances, such as the cessation of employment by a 
participant covered under a Group Contract or in the case 

of an employee covered under a Contract joining an employ- 
er having a Group Contract, it may be appropriate to 
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provide such employee with another form of contract. 
Since sales charges have previously been deducted in 
such instance, Applicants state that it would be inequit- 
able to impose additional charges upon such transfers. 


Finally, Applicants request an exemption from the pro- 
visions of Section 22(d) to permit persons covered under 
the Contracts, who partially terminate their individual 
accounts under the applicable Contract prior to the date 
when annuity payments would commence, to reinvest 

the redeemed amount within 45 days but not less than 

15 days prior to the annuity commencement date with- 
out any additional deduction for sales charges. The 
reinvestment privilege may be exercised one time only and, 
upon reinvestment, Capitol Life may apply its then 
current annuity rate to accumulation units then purchased. 
In support of such request, Applicants state that the 
reinvestment privilege is limited in nature and provides 
persons covered under the Contracts the opportunity to 
provide for emergency situations and still maintain their 
longer range retirement objectives. 


Applicants also state that no sales effort will be involved, 
no salesmen will be compensated, and any imposition of 
an additional sales charge may discourage such reinvest- 
ments under the Contracts contrary to the interests of 
Contract owners and participants. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2) of the Act, as here pertinent, 
provide, in substance, that a registered unit investment 
trust, and any depositor and underwriter for the trust, are 
prohibited from selling periodic payment plan certificates 
unless the proceeds of all payments other than sales load 
are deposited with a qualified bank as trustee or custodian 
and held under an indenture or agreement containing 
specified provisons. Such agreement must provide, in part, 
that (i) the custodian bank shall have possession of all 

the property of the unit investment trust and shall 
segregate and hold the same in trust. (ii) the custodian bank 
shall not resign until either the unit investment trust has 
been liquidated or a successor custodian has been appointed; 
(iii) the custodian may collect fees from the income and, 
if necessary, from the corpus of the trust for services 
performed and for reimbursement for expenses incurred; 
and (iv) that no payment to the depositor or principal 
underwriter shall be allowed the custodian bank as an 
expense, except a fee, not exceeding such reasonable 
amounts as the Commission may prescribe, as compensa- 
tion for performing bookkeeping and other administrative 
expenses normally performed by the custodian. Although 
the assets of Separate Account are held under custodian 
agreements with the First Western Bank and Trust 
Company of Los Angeles, California (“Bank”), a bank 
having the qualifications described in Section 26(a) of 
the Act, the agreement does not create a trust with respect 
to the assets of Separate Account because Capitol Life, 

as a life insurance company, must retain ownership of and 
control of the disposition of its property under Colorado 
law. Accordingly, an exemption is requested to the extent 
necessary from the requirement that the assets be held ina 
trust. 


In support of the requested exemption from the foregoing 
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provisions of the Act, Applicants state that, under the 
custodian agreement. Capitol Life will pay the expenses for 
the safekeeping of the Separate Account assets. Applicants 
also state that the ownership of Funds shares by Separate 
Account will be held in an open account so that the 
ownership of Funds shares by Separate Account will be 
indicated only on the books of the Funds and Separate 
Account and not evidenced by transferable stock certif- 
icates; and that, under the agreement, the assets of each 
Separate Account Series will be kept physically segregated 
by the Bank and held separate from the assets of any other 
firm, person or corporation. The Bank will maintain a 
record of all purchases and redemptions of Funds shares in 
each applicable Separate Account Series and will assist in 
the preparation of reports to the Commission. 


Applicants further state that Capitol Life is subject to the 
extensive supervision and control by the Colorado Insurance 
Commissioner and the comparable official of each state in 
which it does business. Such supervision requires Capitol 
Life to file complete and detailed periodic reports. Appli- 
cants also state that the activities of Capitol Life are sub- 
ject to review by the Colorado Insurance Department and 
its representatives at all times and are subject to compre- 
hensive examinations periodically. Applicants allege that 
any substitution of an underlying Fund of the Separate 
Account can only take place by a majority vote of those 
having an interest in the Series affected and the prior 
approval of the Commission. Applicants finally state that 
Capitol Life maintains directly anf through its parent, 
Associates Corporation, fidelity bonds covering its employ- 
ees in the amount of $2,000,000. 


Applicants contend that the foregoing laws, regulations 
and arrangements will provide substantial assurance that 
all obligations under the Contract issued by Separate 
Account will be performed. 


Applicants have consented that the foregoing requested 
exemption may be made subject to the following condi- 
tions; (1) that the charge under the Contracts for adminis- 
trative services shall not exceed such reasonable amounts 
as the Commission shall prescribe, jurisdiction being reserved 
for such purpose, and (2) that the payment of sums and 
charges out of the assets of Separate Account shall not 

be deemed to be exempted from regulation by the Com- 
mission by reason of the requested order, provided that 
Applicants’ consent to this condition shall not be deter- 
mined to be a concession to the Commission of authority 
to the payment of sums and charges out of such assets, 
other than the charges for administrative services, and 
Applicants reserve the right in any proceeding before the 
Commission, or in any suit or action in any court, to assert 
that the Commission has no authority to regulate the pay- 
ment of such other sums and charges. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions from any provisions of 
the Act or of any rule or regulation under the Act, if and 
to the extent such exemption is necessary or appropriate 
in the public interest and consistent with the protection 

of investors and the purposes fairly intended by the policy 
| and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any intersted person 
may, not later than September 10, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request and 

the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit or in case 
of an attorney at law by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of thee application will be issued 
as of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Divisionof Investment Man - 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8464/August 15, 1974 


In the Matter of 


NATIONAL AVIATION CORPORATION 
630 Fifth Avenue 
New York, New York 10020 


(812-3652) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
FOR AN EXEMPTION FORM SECTION 17(a) OF THE 
ACT AND PURSUANT TO SECTION 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER 


National Aviation Corporation (‘National’) a non-diver- 
sified, closed-end, management investment company re- 
gistered under the Investment Company Act of 1940 
(““Act’’), has filed an application pursuant to Section 17 
(b) of the Act for an order of the Commission exempting 
from the provisions of Section 17(a) of the Act the sale 
by lomec, Inc. (““lomec’’) to National of 100,000 shares 
of common stock of lomec in a proposed private place- 
ment transaction, and pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder for an order of the 
Commission permitting National to acquire the above 
described securities of lomec, a company in which affiliated 
persons of National have interests. 
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On July 17, 1974, a notice (Investment Company Act 
Release No. 8428) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 

the application might be issued on the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter has been considered, and it is found that the 
terms of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned and that the proposed transaction is consistent with 
the policies of National and with the general purposes of 
the Act. It is further found that National's participation 

in the private offering is consistent with the provisions, 
policies and purposes of the Act and that National's part- 
icipation is not on a basis less advantageous than that of 
other participants in lomec. 


1T iS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction be, and hereby is, exempted 
from the provisions of Section 17(a) of the Act. 


IT iS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the application 
to permit the proposed transaction be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8465/August 16, 1974 


In the Matter of 


THE SCRIPPS—HOWARD INVESTMENT COMPANY 
1100 Central Trust Tower 
Cincinnati, Ohio 45202 


(812-3655) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
EXEMPTING PROPGSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a) PURSUANT TO 
SECTION 17(b) OF THE ACT 


NOTICE !S HEREBY GIVEN that The Scripps-Howard 
Investment Company (‘‘Applicant”’), a closed-end, non- 
diversified, management investment company registered 
under the Investment Company Act of 1940, as amended 
(“Act’’), has filed and application pursuant to Section 17 
(b) of the Act for an order exempting from Section 17(a) 
(2) of the Act the sale by Applicant of shares of Newspaper 
Enterprise Association, Inc., a Delaware corporation 
(“NEA”), to The E. W. Scripps Company, an Ohio 
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corporation (‘7EWSCO”). All interested persons are 
referred to the Application on file with the Commission 
for a statement of representations made therein, which 
are summarized below. 


Applicant holds 17,100 shares of Class A Common stock, 
without par value, of NEA or approximately 41.19% of 
that class of security, the holders of such shares having 
no right to vote in the affairs of NEA except as may be 
required by the laws of the State of Delaware. EWSCO 
owns approximately 45.81% of the outstanding shares 

of such class of secruity as well as 100% of the Common 
Voting Stock thereof. 


Purusant to an “Offer to Purchase for Cash All Outstand 
ing Shares of Class A Common stock, without par value, 
of Newspaper Enterprise Association, Inc. not owned by 
The E. W. Scripps Company”, dated February 15, 1974 
(‘The Tender Offer’’), EWSCO offered to purchase ali 
outstanding shares of the Class A Common stock at a 
price of $55.00 per share, subject ot certain adjustments 
in the case of a portion of the holders thereof, not in 
cluding Applicant, provided that shares intended to be 
sold by validly tendered to EWSCO in accordance with the 
terms of the Tender Offer, not later than 5:00 p.m., 
Cincinnati, Ohio time, on April 1, 1974. In accordance with 
the Tender Offer, the shares of NEA Class A Common 
stock owned by Applicant were validly tendered to 
EWSCO prior to the expiration of the Offer, sujbect, how- 
ever, to the issuance, prior to September 30, 1974, of an 
order of the Commission permitting the sale of such 
shares to EWSCO. 


EWSCO has advised Applicant that upon consummation of 
the proposed acquisition of Applicant’s NEA stock, 
EWSCO would in a position to file a consolidated Federal 
Income Tax return including the results of operations 

of NEA and to exclude from Federal Income Taxation 
100% of the operations of NEA and to exclude from 
Federal Income Taxation 100% of the divdends, if any, 

it receives from NEA. 


Applicant represents that the price of $55.00 per share to 
be paid by EWSCO for the 17,100 shares of NEA held by 
Applicant is $5.00 more than the value determined to be 
the fair market value of such shares by the directors of 
Applicant as of December 31, 1973, and between $21.00 
to $27.00 per share greater than the fair value of such 
stock as determined by Applicant's investment adviser 

in comparison with the stock of publicly traded companies. 


Applicant contends that the proposed transaction will not 
violate its policy of concentrating its investments in 
securities of companies publishing Scripps-Howard News- 
papers, former Scripps-Howard Newspapers, and allied 
enterprises. 


EWSCO owns 10% of the outstanding voting securities of 
Applicant, and, therefore, Applicant and EWSCO may be 
deemed affiliated persons of each other within the de- 
finition of “affiliated person” set forth in Section 2(a)(3) 
of the Act. Section 17(a)(2) of the Act provides, in 
pertinent part, that it shall be unlawful for any affiliated 
person or promoter of a registered investment company 
knowingly to purchase from such registered company 
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any security or other property (except securities of which 
the seller is the issuer). Section 17(b) of the Act provides 
that, notwithstanding Section 17(a), and person may file 
with the Commission an application for an order exempting 
a proposed transaction from one or more provisions of 

that Section, and that the Commission shall grant such 
application and issue such order of exemption if evidence 
establishes that: 


(1) the terms of the proposed irarisact cluding 
the consideration to be paid or received, are reason 
able and fair and do not involve overreaching on 
the part of any person concerned; 


” , 
on, if 


(2} the proposed transaction i: 


[ consistent with the policy 
of each registered investment company concerned 
as recited in its registration statement and reports 


filed uncer the Act; and 


(3) the proposed transaction is consistent with the 
general purposes of the Act. 


Applicant asserts that the proposed transaction is (i) fair 
id reasonable, (ii) consistent with the policies of Applic- 
nt, and (iii) consistent with the general provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 10, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request and the 
issues Of fact or law proposed to be controverted, or he 
may request that he be notified if he Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 

request shal! be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon Applicant at the address 
stated above. Proof of such service (by affidavit, or, in 

case of an attorney-at-law, by certificate) shall be filied 
contemporaneously with the request. As provided by 

Rule 0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be 

issued as of course following said date unless the Commiss- 
ion thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 425/August 14, 1974 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8461/Ausust 14, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10965/Ausust 14, 1974 


Admin. Proc. File No. 3-4485 
In the Matter of 


MYRON R. HOLMGREN, 
doing business as 
MICHAEL R. SCOTT 
1314 Douglas Street 
Joliet, Illinois 


(801-8909) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SENCTIONS 


These are remedial proceedings under the Investment 
Advisers, Investment Company and Securities Exchange 
Acts with repsect to Myron R. Holmgren, doing 

business as Michael R. Scott, a sole proprietor formerly 
registered as an investment adviser. Solely for the purpose 
of these proceedings and any other administrative 
proceedings under specified provisions of the above 

acts and without admitting or denying the allegations in 
the order for proceedings, respondent consents to the 
findings and sanction set forth below 


On the basis of the order for proceedings and respondent 
consent it is found that during the period from about 
February 8, 1972 to April 30, 1974, respondent willfully 
violated Sections 206(1), 206(2) and 206(4) of the 
Investment Advisers Act and Rule 206(4)-1(a) thereunde: 
by disseminating false and misleading materia! about his 


past stock market investment activity for use in advertise- 
ments for a book written by him; distributior such false 
and misleading advertisements; and failing to disciose that 


many of his specific stock recommendations had faile. to 
perform as predicted. 1/ 


Because of the foregoing it is in the public interest to 
impose the sanction to which respondent consents. 


Accordingly, 1T 1S ORDERED that Myron R. Holmgren be, 
and he bereby is, barred from being associated with any 
broker, dealer, investment adviser or investment company. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The book appeared under the respondent's pen name, 


Michael R. Scott, and was entitled How / Find Stocks That 
Double in a Year with the Scott Pricing Formula. 
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Litigation Release No. 6471/August 12, 1974 


William D. Moran, Administrator of the New York Regional 
Office, announced that final judgments of permanent in- 
junction have been entered against the following de- 
fendants in SEC v. Canusa Holdings, Ltd., et al.: Robert B. 
Potts and Vito J. Caruso an June 3, 1974, and Alfred 
Kohn on July 16, 1974. The defendants consented to the 
injunctions, which permanently enjoined them from 
further violations of the registration and anti-fraud 
provisions of the federal securities laws, without admit- 
ting or denying the allegations contained in the Com- 
mission’s Complaint. As a result of the entry of these 
judgments all of the defendants in this matter have now 
either consented to the entry of permanent injunctions or 
defaulted. 


The Commission’s Complaint, filed in the United States 
District Court for the Southern District of New York on 
January 2, 1974 charged that the defendants sold and 
aided and abetted the illegal sale of approximately 850,- 
000 unregistered shares of the common stock of Canusa 
Holdings, Ltd. (Canada) and Canusa Holdings, Ltd. 
(Delaware). It was alleged that the defendants, in connection 
with these transactions, among other things, made use of 
material non-public information; failed to disclose the 
true financial condition of the two companies; arranged a 
sham transfer of liabilities to facilitate the unlawful dis- 
tribution; sold stock at prices which were in excess of 
the prevailing market prices and placed misleading 
restrictive legends on certain stock certificates. 


For further information, see Litigation Release Nos. 
6195, 6353 and 6419. 





Litigation Release No. 6472/August 12, 1974 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission announ- 
ced that on July 3, 1974 Alan C. Solomon, former treas- 
urer and executive vice president of Weis Securities, Inc. 
was found guilty of one count of violating the bookkeep- 
ing provisions of the Securities Exchange Act of 1934. 
Solomon had been indicted on July 16, 1973 along with 
four other top officers of Weis Securities, Inc. for their 
activities in connection with the financial collapse of the 
broxerage firm. Weis is currently being liquidated pursuant 
to the Securities Investor Protection Act of 1970. Solomon 
is the fifth and last defendant to either plead or be found 
quilty of violations of the federal securities laws in 
connection with the demise of Weis. It is anticipated that 
all of the Weis defendants will be sentenced in September 
1974. 


For further information, see Litigation Release Nos. 5906, 
5924, 5945, 5988, 6292, 6389 and 6418. 
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Litigation Release no. 6473/August 12, 1974 


SEC v. COMMERCIAL TECHNOLOGY, INC., ET AL. 
(D. UTAH Civil Action No. 74-85) 


Robert H. Davenport, Administrator of the Denver 
Regional Office ofhte Securities and Exchange Com- 
mission, announced that Chief Judge Willis W. Ritter 
signed on July 22, 1974, a final judgement of permanent 
injunction against Dennis G. Madsen. The judgment to 
which the defendant consented, without admitting or 
denying the allegations contained in the Commission’s 
Complaint, enjoins the defendant from violating the 
registration requirements of the Securities Act of 1933 
and certain of the antifraud provisions of the federal 
securities laws. 


The Commission’s Complaint filed in the United States 
District Court for Utah on March 15, 1974, alleged that 
the defendant, with other defendants, who since the action 
was filed, had consented to injunctions, engaged in a 
common scheme and made offers and sales of unregistered 
stock of Commercial Technology, Inc., and in connection 
with the stock sales made misrepresentations to investors 
concerning the business activities and cababilities of 
Commercial Technology, Inc., and engaged in manipulated 
practices in buying and selling stock of Commercial Tech- 
nology, Inc. 





Litigation Release No. 6474/August 12, 1974 


U.S. v. William H. Ferry, Jr. N. D. Ga, No. 74-153-A) 
John W. Stokes, Jr., United States Attorney for the 
Northern District of Georgia, and Jule B. Greene, Adminis- 
trator of the Atlanta Regional Office of the Securities 
and Exchange Commission, announced that on August 2, 
1974 William H. Ferry, Jr. of Decatur, Georgia pleaded 
guilty to a five count indictment charging him with 
violating the anti-fraud provisions of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder. 

The indictment had charged Ferry, among other things, 
with misappropriating funds from the sale of securities 
belonging to customers while employed as a salesman 
for a securities firm. Sentencing was postponed pending 
a pre-sentence investigation. For further information, see 
Litigation Release No. 6315. 





Litigation Release No. 6475/August 13, 1974 


SEC v. IMPEX INTERNATIONAL, INC. et al. 
(N.D. ILL. EASTERN DIVISION, 74C-1545) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, 
announced that on August 8, 1974, the Honorable William 
J. Lynch, United States District Judge for the Northern 
District of Illinois, Eastern Division, entered a final 
judgment of permanent injunction by default against 
Bruce Guthier of Bloomington, Minnesota and a pre- 
liminary injuction against Frank Steigerwald of 
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Chicago, Illinois enjoing Guthier permanently and 
Steigerwald preliminarily from Violations of the registra- 
tion and anti-fraud provisions of the Federal securities laws 
in the offer and sale of securities which in form purport to 
be options on commodites futures but which in substance 
consist of obligations by Impex International, Inc. to pay 
asum of money to some, but not all, investors in excess 

of the sum invested with Impex International, Inc. by 
those investors upon certain contingencies, or any other 
security issued by Impex International, Inc., or any 

other issuer. 


Defendant Steigerwald consented to the above judgment 
and order without admitting or denying the allegations 
of the Commission’s complaint. 


For further information see Litigation Release No. 6395 





Litigation Release No. 6476/August 13, 1974 


SEC v. RIDGE OIL COMPANY, INC., et al. 
(S.D.E. Div., Ohio) 
Civil Action No. C274-281 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, today 
announced that on August 8, 1974, an order of permanent 
injunction was entered in the United States District 

Court for the Southern District of Ohio, Eastern Division, 
against Ridge Oil Company, Inc., James G. Todd (President 
and principal shareholder), both of Cambridge, Ohio, 

and Jack T. Cheviron (Salesman) of North Canton, Ohio. 


The order to which the defendants consented without 
admitting or denying the allegations of the complaint 

(filed June 14, 1974) enjoined the defendants from further 
violations of the anti-fraud provisions of the Securities 

Act of 1933, as amended, and the Securities Exchange Act 
of 1934 (and Rule 10b-5 thereunder) as amended in the 
offer and sale of fractional undivided working interests 

in oil and gas leases or wells and any other securities. 


For further details, see Litigation Release No. 6402 and 
6437. 





Litigation Release No. 6477/August 13, 1974 


SEC v. Strathmore Distillery Company Ltd. and John B. 
R. Turner (U.S.D.C., D.C., Civil Action No. 74-166) 


The Securities and Exchange Commission today announced 
that on August 12, 1974, the Honorable William B. Bryant, 
United States District Judge for the District of Columbia 
entered a Final Judgement of Permanent Injunction 

against Strathmore Distillery Co. Ltd, and John B. R. Turner 
both of Glasgow, Scotland enjoining them from furhter 
Violations of the securities registration, broker-dealer 
registration and anti-fraud provisions of the Federal 

securities laws in connection with the offer and sale of 
Interests in Scotch whisky stored in warehouses in 


Scotland. 


The Commission alleged in its complaint that the de 
fendants were engaged in a nationwide campaign to sell 
the Scotch whisky interests and that in some cases the 
prices for the whisky interests sold by the defendants 
were 100 percent above the prevailing market prices 

for such interests. The Complaint further alleged that 

in connection with the sales of those interests in Scotch 
whisky the defendants made untrue statements of 
material facts including, but not limited to, statements 
that investors would obtain profits of 20% per year, that 
overproduction of Scotch whisky was not an investment 
risk, and that there are no qualitative differences between 
various Scotch grain whiskies. Also it was alleged that 
the defendants omitted to state certain facts necessary to 
make the statements made not misleading. Among other 
things, the defendants did not disclose the amount of 

the sales proceeds retained by the defendants, the source 
of market price quotations and the actual market price 
quotations for the Scotch whisky being sold. 


Defendants Strathmore and Turner consented to the 
permanent injunction without admitting or denying 

the allegations of the complaint. Defendants Strathmore 
and Turner as part of the consent decree must undertake to 
to mail to each United States investor, who purchased 
investments in Scotch whisky from Strathmore and Turner 
since September 1, 1969, a letter stating that Strathmore 
has entered into the consent decree restraining it from 
selling in Scotch whisky warehouse receipts in the United 
States or with United States citizens unless and until such 
receipts are registered with the Commission pursuant to 
the Federal securities laws. 





Litigation Release No. 6478/August 14, 1974 


SEC v. L. B. Nelson Corporation 
United States District Court for the 
District of Columbia, Civil Action No. 


The Securities and Exchange Commission announced the 
filing of a complaint in the United States District Court 

for the District of Columbia on August 13, 1974, seeking 

a court order directing L. B. Nelson Corporation (‘‘Nelson’’) 
Menlo Park, California, to comply with the reporting 
provisions of the Securities Exchange Act of 1934 
(“Exchange Act’’) and seeking a permanent injunction 
against further such violations. 


According to the Commission’s complaint against 
Nelson, that company has failed to file its annual report 
on Form 10-K for its fiscal year ended December 31, 
1973, and has failed to file its quarterly report on Form 
10-O for the quarter ended March 31, 1974, with the 
Commission and with the American Stock Exchange. 


Nelson’s shares of capital stock are listed on the Ameri- 
can Stock Exchange. On February 19, 1974 that exchange 
halted trading in the securities of Nelson. 
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Litigation Release No. 6479/August 14, 1974 
SEC v. lannelli, (U.S.D.C. S.D.N.Y., No. 70 CIV. 3417) 


William D. Moran, Administrator of the New York Reyional 
Office of the Securities and Exchange Commission, announ- 
ced that on August 6, 1974 the Commission filed a Com- 
plaint in the United States District Court for the Southern 
District of New York charging Ralph T. lannelli of South 
Orange, New Jersey; Howard Frost of West Oranye, New 
Jersey; and John Surgent of Fort Lee, New Jersey with 
violations of the anti-fraud provisions of the federal 
securities laws in connection with the offer, purchase and 
sale of the common stock of Omni-Rx Health Systems 

Inc. 


The Commission’s Complaint, which seeks injunctions 
against the defendants, alleges that lanneli, aided and 
abetted by Frost and Surgent, manipulated the price of 
Omni-Rx stock during the month of September 1973 from 
approximately $6 per share to in excess of $12 per share. 

It is charged that the manipulation was effected through 
purchases by lannelli of approximately 95,000 shares of 
Omni-Rx stock for the accounts of 25 customers without 
the knowledge, consent or authorization of such customers. 
it is further alleged that these purchases, amounting to 
approximately $900,000 in value, were made at a time 
when lannelli knew, or should have known that no payment 
would be made for such purchases. 


Frost, the former president of Pressman, Frohlich & 
Frost Inc., a New York broker-dealer, and lannelli’s 
superviser at that firm, is charged with aiding the unlawful 
conduct by failing to adequately supervise lannelli with a 
view to preventing the violations charged. Surgent, an 
arney, is charged with lending assistance to lannelli 
iuistig 2 latter stages of the manipulation by causing 
certain transactions to be effected thereby prolonging the 
magnitude and duration of the manipulative activity. 


On August 7, 1974 lannelli, and Frost consented to final 
judgments of permanent injunction without admitting or 
denying any of the allegations contained in the Commis- 
sion’s Complaint. 





Litigation Release No. 6480/August 14, 1974 


SEC v. BEVERLY HILLS BANCORP, WESTERN 
DIVERSIFIED EQUITIES, DAVID H. ROWEN, JOHN 
H. RAUCH, JAMES G. MOTTER, ERNST & ERNST 
(C.D. CA) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office and Stanley Sporin, Director of the 
Division of Enforcement today announced that on August 
13, 1974, the Commission filed a Complaint in U.S. 
District Court at Los Angeles, California, alleging 
violations of the registration, anti-fraud, and reporting 
provisions of the federal securities laws and seeking 

to enjoin Beverly Hills Bancorp, Western Diversified 
Equities, David H. Rowen (““Rowen”), John H. Rauch 
(“Rauch”), all of Los Angeles, James G. Motter 
(““Motter’’) of San Francisco, and Ernst & Ernst of 
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Cleveland, Ohio and Los Angeles from further 

violating certain of these provisions. The Commission 
further alleges Beverly Hills Bancorp, Rauch, Rowen, 
and Ernst & Ernst filed false and misleading reports with 
the Commission concerning Beverly Hills Bancorp’s finan 
cia! condition. 


The Complaint alleges that beginning in December 1971 
Beverly Hills Bancorp, Western Diversified Equities, 
Rowen, and Rauch published false and misleading state- 
ments and omitted to state material facts in the sale of 
Beverly Hills Bancorp common stock and in the sale of 
limited partnership interests of Western Diversified 
Equities, a real estate subsidiary of Beverly Hill Bancorp 
The ommissions and misrepresentations concerned 
Beverly Hills Bancorp’s wholly owned real estate devel 
opment subsidiary Western Diversified Equities which 
was recognizing income on the real estate development 
projects prior to their completion. After construction 
commenced on such projects, it is alleged, the builder 
developer partners of Western Diversified Equities 
began to incur substantial cost over-runs on the projects 
Beverly Hills Bancorp, Western Diversified Equities, 
Rowen, Rauch, and Motter with the alleged active 
participation of Beverly Hills Bancorp’s independent 
accountants Ernst & Ernst allegedly devised a fraudulent 
scheme to fund the overruns incurred by Western 
Diversified Equities’ real estate project developers and to 
conceal from shareholders purchasers of limited partner- 
ship interests in the projects and the general public, 
such funding and the effect it would have on Beverly Hills 
Bancorp’s earnings 


in furtherance of this scheme, Beverly Hills Bancorp issued 
and sold unregistered securities in the form of unsecured 
short term notes to fund the cost overruns allegedly ir 
violation of the registration provisions of the Securities 
Act of 1933. Certain fraudulent practices were also 
allegediy used by Beverly Hills Bancorp, Rowen, Rauch, 
and Motter in the sale of these notes. Beverly Hills 
National Bank, Beverly Hills Bancorp’s bank subsidiary, 
now under a conservatorship imposed by the Comptroller 
of the Currency, was not named as a defendant but was 
alleged to be an active participant in the fraudulent 

sale of the unregistered notes. 


Also on August 13, 1974, David Rowen, without admitting 
or denying the allegations consented to the entry of a per- 
manent injunction. 
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SEC v. IVAN ALLEN EZRINE (S.D.N.Y., 72 
Civil Action No. 3161) 


The Securities and Exchange Commission announced that on 
on June 11, 1974, the Honorable Constance Baker Motley, 
United States District Judge for the Southern District of 
New York, entered a Final Judgment of Permanent in- 
junction and Ancillary Relief against lvan Allen Ezrine, a 
New York attorney. Ezrine consented to the entry of the 
final judgment upon a finding by the court that he will- 
fully and intentionally appeared and practiced before 











































the Commission in contravention of Rule 2(e) of the Com- 


! 


f 7  mission’s Rules of Practice. Specifically, the court 
" ? found, on the basis of Ezrine’s admission, that after Ezrine’s 
9 privilege to appear and practice before the Commission 
inan- 


had been permanently suspended, he appeared as counsel 
at a Commission administrative hearing and failed to dis- 
971 close his disqualification both to the Administrative Law 
Judge who presided and the persons whom Ezrine represen 
ted at that hearing. 











ate- 
of Under the terms of the decree, Ezrine is prohibited directly 
or indirectly (a) from representing or advising any person 
in any Commission administrative proceeding, investiga 
ae tion, or informal inquiry, or in any conference with the Com- 
mission or its staff, (b) from preparing or filing documents 
sel required to be filed with the Commission under the fed- 
mn eral securities laws or rendering advice in connection there- 
ei with, and (c) from representing or advising, in connection 
with any matter arising under the federal securities laws, 
m any broker, dealer, securities exchange, investment com- 
pany, investment adviser, or public utility holding company 
jects. registered or required to be registered with the Commission. 
The decree further enjoins Ezrine from rendering advice, 
t whether by way of a written opinion of counsel or other- 
ulent wise, with respect to the legality of conduct under, the 
) } duties imposed by, or the interpretation of any provision 
nd to of the federal securities laws, unless such advice is rendered 
— } as a necessary incident to any attorney-client consultation 
, the principal aspects of which do not relate to the securi- 
ly Hills ties laws. Even then, Ezrine is barred by the decree from 
rendering a written opinion containing advice on the 
federal securities laws if the opinion is an express con- 
aap iga dition for cunsummating any transaction or if it appears 
cured that the opinion will be used by the client to induce ac- 
had tion by an unrepresented third party. 
ie 
, The decree directs Ezrine to disgorge all legal fees or com- 
auch, | pensation he may have received for certain services ren- 
dered during his suspension from practice before the 
diary, Commission, and also restrains him from accepting or re- 
ptroller ) taining any legal fees for services rendered in connection 
t was with matters he is enjoined from performing. Finally, 
t Ezrine is directed to inform all persons presently retain- 
ing or who may ask seek to retain his services in connection 
with matters he is enjoined from performing that he does 
admitting not and will not appear or practice before the Commission 
of a per- or practice federal securities laws. 
For further information, see Litigation Release Nos. 5137, 
5206, 5305, 5420, 5477 and 5495. 
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